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Committee on the Merchant Mabine and Fisheries, 

House of Representatives, 
Washingtx)nj D. C, Ttiursday, April 13, 1914. 

The committee met at 10.30 o'clock a. m., Hon. Joshua W. Alexan- 
der (chairman) presiding. 

The Chairman. Gentlemen, we have set down for hearing this 
morning H. R. 14337, a bill to regulate carriers by water engaged in 
the foreign and interstate commerce of the United States, with a view 
of substituting its provisions for sections 9 and 10 of bill 10500. The 
bill is as follows: 

Be it enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled, That the term ''common carrier by water, " when used in this 
act, means a common carrier engaged in the transportation by water of passengers or 
property in the interstate or foreign commerce of the United States. 

Tne term ''common carrier by water" when limited by the term "in foreign com- 
merce " means such a common carrier engaged in the transportation by water of passen- 
gers or property between the United States or any of its Districts, Territories, or pos- 
sessions and a foreign country, and includes both the import and export trade. 

The term "common carrier by water" when limited by the term "in interstate 
commerce" means such a common carrier engaged in the transportation by water of 
passengers or property between one State, Territory, District, or possession of the 
United States and any other State, Territory, District, or possession of the United 
States, or between one place in a Territory, District, or possession and another place 
in the same Territory, District, or possession. 

The term "other person subject to this act" means any person not included in the 
term "common earner by water" and carrying on the business of forwarding, ferrying, 
towing, or furnishing trsuosfer, lighterage, dock, warehouse, or other terminal facilities 
in or in connection with the foreign or interstate commerce of the United States. * 

The term "person" wherever used in this act includes corporations and associations 
e3dsting under or authorized by the laws of the United States, or any State, Territory, 
District, or possession thereof, or of any foreign country. 

Sec. 2. That no common carrier by water in foreign commerce or in interstate com- 
merce shall — 

First. Pay or allow or enter into any combination, agreement, or understanding, 
expressed or implied, to pay or allow a deferred rebate to any shipper. The term 
"deferred rebate," as used m this act, means a return of any portion of the freight 
money allowed by a carrier to any shipper as a consideration for the giving of all or any 
portion of his shipments to such carrier, or for any other purpose, the payment of which 
IS deferred beyond the period for which it is computed and is made only if, during 
both the period for which the return is computed and the period of deferment, the 
shipper has given his shipments to such carrier in accordance with the terms of the re- 
bate agreement or arrangement. 

Second. Use, either separately or in conjunction with any other carrier through 
agreement or otherwise, fighting ships for the purpose of excluding, preventing, or 
reducing competition. The term "fighting ship" as used in this act means a vessel 
selected for and employed in a particular trade by a carrier or group of carriers for 
the sole purpose of driving another carrier out of said trade. The United States 
shipping board (hereinafter known as the board), after full hearing upon a complaint 
made, or after full hearing under an order for an investigation and hearing made by 
the board on ita own initiative, shall determine questions of fact as to whether said 
carrier or carriers did select or employ a vessel as a fighting ship. 

Third. Retaliate against any shipper by refusing, or threatening to refuse, space 
accommodations when such are available, or resort to other discriminating or unfair 
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methods, because such shipper has patronized any other carrier or has filed a com- 
plaint char|;iug unfair treatment or for any other restson. 

Any earner who violates any provision of this section shall be guilty of a misde- 
meanor, punishable by a fine of not more than $25,000 for each o£fense. If it shall be 
determined by the board or adjudged by any court of competent jurisdiction that any 
vessel, whether of the United States or of any foreign country, is being operated in 
violation of any provision of this section, the board or the court may, by its order, 
judgment, or decree, prohibit said vessel' &6m entering at or clearing from any port 
of the United States in violation of such order, judgment, or decree made or rendered, 
until the board or court shall find that the violation of this section has ceased. A 
penalty of $25,000 shall bo imposed upon any vessel which shall enter or clear from 
any port of the United States m violation of the provisions of a judgment or decree 
rendered as provided in this section for each and every such entry or clearance, which 
penalty or penalties may be recovered by proceedings in admiralty in the district 
coiul; of the United States for the district in which said vessel may be, and the court 
may direct the sale of said vessel for the purpose of realizing the amount of said pen- 
alty or penalties and cost. 

Sec. 3. That every common carrier by water in foreign commerce or in interstate 
commerce, or other person subject to tms act, shall file for approval with the board 
a true copy, or, if oral, a true and complete memorandum, of every agreement, under- 
standing, conference, or other arrangement, to which it may be a party, to to which 
it may conform in whole or in part, fixing or regulating transportation rates or fares; 
giving or receiving special rates, accommodations, or other special privileges or advan- 
tages; controlling, regulating, preventing, or destroying competition; pooling or 
apportioning earnings, losses, or traffic; allotting the ports or restricting or otherwise 
regulating the number and character of sailings between ports; limiting or regulating 
in any way the volume or character of freight or passenger trafiic to be carried ; or in 
any manner providing for an exclusive, preferential, or cooperative working arrange- 
ment. All modifications and cancellations of such agreements, imderstandings, 
conferences, or arrangements shall be immediately filed with the board and shall 
not be effective unless approved by the board. 

The board is hereby empowered to order canceled or modified any such agree- 
ment, understanding, conference, or arrangement, or any part thereof, that it may 
find discriminating or unfair as between carriers, shippers, exporters, importers, 
or ports, or between exporters from the United States and their foreign competitors, 
or that it may find to operate to the detriment of the commerce of the United States 
or that may be in violation of this Act. 

All such agreements, understandings, conferences, and arrangements shall be 
approved or disapproved by the board, and when approved shall be excepted from 
the provisions of the Act of Congress approved July 2, 1890, entitled ''An act to protect 
trade and commerce against unlawful restraints and monopolies," and amendments 
and acts supplementary thereto, and the proviaons of sections 73 to 77, both inclu- 
sive, of an act approved August 27, 1894, entitled "An act to reduce taxation, to 
provide revenue for the Government, and for other purposes," and amendments 
and acts supplementary thereto. 

Any carrier by water, or other person subject to this act, who fails to file with the 
board, within a reasonable time to be prescribed by the board, a true and complete 
copy or memorandum of every agreement, understanding, conference, or arrange- 
ment, as required in this section, shall be liable for each such offense to a penalty 
of $1,000 for each day during which such offense continues. Said penalty shall 
accrue to and be recovered by the United States in a civil action. 

Sec. 4. That it shall be unlawful for any common carrier by water, or other person 
subject to this act, either directly or indirectly — 

F^rst. To charge, demand, collect, or receive from any person or persons by any 
special rate, rebate, drawback, or other device a greater or less compensation for any 
service rendered or to be rendered in the transportation of passengers or property 
subject to the provisions of this act than it charges, demands, collects, or receives 
from any other person or persons for doing for him or them a like service in the trans- 
portation of a like kind of traffic under substantially similar circumstances and con- 
ditions: Provided^ That nothing in this act shall prevent the carriage, storage, or 
handling of property free or at reduced rates for the United States, State, or municipal 
governments, or for charitable purposes, or to or from fairs and expositions for exhioi- 
tion thereat, or the giving of reduced rates to ministers of religion, or to municipal 

governments for the transportation of indigent persons, or to inmates of the National 
omes or State homes for disabled volunteer soldiers, and of soldiers' and sailors' 
homes, including those about to enter and those returning home after discharge, 
under arrangements with the board of managers of said homes. 
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Second. To make or give any undue or unreasonable preference or advantage to 
^y particular person, locality, or description of traffic in any respect whatsoever or 
to subject any particular person, locality, or description of traffic to any undue or 
unreasonable prejudice or disadvantage in any respect whatsoever. 

Third. To allow any person or persons to obtain transportation for property stt less 
than the regular rates then established and enforced on the line of transportation of 
such carrier, by means of false billing, false classification, false weighing, false report 
of weight, or by any other device or means. 

Fourth. To induce, persuade, or otherwise influence any marine insurance com- 
pany or underwriter, or agent thereof, to prevent a competing carrier by water from 
securing as favorable a rate of insurance on cargo carried, having due regard to the 
class of vessel, as is granted to such carrier or person. 

Any common carrier by water, or other person subject to this act, or, whenever 
such carrier or person is a corporation, any director or officer thereof, or any receiver, 
trustee, lessee, agent, or person acting for or employed by such corporation who, 
alone or with any other person or party, shall knowingly and willfully do or cause to 
bo done, or shall willingly suffer or permit to be done, any act, matter, or thing in 
this section prohibited and hereby declared to be unlawful, or who shall aid or abet 
therein, shall be deemed guilty of a misdemeanor, and shall, upon conviction, be 
subject to a fine of not to exceed $5,000 for each offense: Provided^ That if the offense 
for which any person shall be convicted as aforesaid shall be an unlawful discrimina- 
tion in rates, fares, or charges for the transportation of passengers or property, such 
person shall, in addition to,the fine hereinbefore provided for, he liable to imprison- 
ment in the penitentiary for a term of not exceeding two years, or hoih such fine 
and imprisonment, in the discretion of the court. 

Sec. 5. That whenever, after full hearing upon a complaint, or under an order for 
investigation made by the board on its own initiative, tne board shall be of opinion 
that any rates or charges demanded, charged, or collected by any common carrier 
by water in foreign commerce are unreasonably high, or unjustly discriminatory 
between shippers or j)orts, or unjustly prejudicial to exporters of the United States 
as compared with their foreign competitors, or represent an unjust relation between 
classes of commodities, the board is hereby empowered to determine and prescribe 
what shall be the just and reasonable rates and charges to be thereafter observed as 
the maximum to be charged, and to make an order that such carrier shall cease and 
desist from publishing, demanding, or collecting any rate or charge in excess of the 
prescribed maximum, such order to continue in force for such period of time, not 
exceeding two years, as shall be prescribed in the order of the board, unless the same 
shall be suspended, modified, or set aside by the board, or be suspended or set aside 
by a court of competent jurisdiction. The board is hereby also empowered upon 
formal complaint, or in proceedings instituted of its own motion and after full hearing, 
or determine, prescribe, and order enforced just and reasonable regulations and 
practices relating to or connected with the receiving, handling, storing, and delivering 
of property by any such carrier. 

Sec. 6. That every common carrier by water in interstate commerce shall establish 
observe, and enforce in interstate commerce just and reasonable rates, fares, and 
charges and just and reasonable regulations and practices affecting classifications, 
rates, or tariffs, the issuance, form, and substance of tickets, receipts, and bills of 
lading, the manner and method of presenting marking, packing, and delivering 
property for transportation, the carrying of personal, sample, and excess baggage 
the facilities for transjjortation, and all other matters relating to or connected with 
the receiving, handling, transporting, storing, and delivering of property. Whenever 
the board shall, upon formal complaint or in proceedings instituted of its own motion 
and after full hearing, be of opinion that any of the aforementioned rates, charges, 
classifications, regulations, or practices are unjust or unreasonable, the board is 
hereby empowered to determine, prescribe, and order enforced just and reasonable 
rates, charges, classifications, regulations, and practices. 

Every common carrier by water in interstate commerce shall file with the board and 
keep open to public inspection, in the form and within the time prescribed by the 
board, all the rates, fares, and charges for transportation between different points on 
ita own rout/O and points on the route of any other carrier by water when a through 
route and joint rate have been established, and if no joint rate over the through route 
has been established the several carriers in such through route shall file the separately 
established rates, fares, and charges applied to the through transportation. No in- 
crease shall be made by such carrier in the rates, fares, and chai^ges, or joint rates, fares, 
and charges which have been filed in compliance with the requirements of this ac- 
tion, except after 10 days' notice to the board, which notice shall plainly state the 
increase proposed to be made. The board is hereby empowered to determine and 
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prescribe what shall be the maximum rates, fares, and clxarges to be observed and 
charged by such carrier, and to make an order that such carrier shall cease and desist 
from demanding or collecting any rate, fare, or charge in excess of the prescribed 
maximum, such order to continue in force for such period of time, not exceeding two 
years, as shall be prescribed in the order of the board, unless the same shall be sus- 
pended, modified, or set aside by the board, or by a court of competent jurisdiction. 

Sec. 7. That whenever a common carrier by water in interstate commerce reduces 
its rates on the carriage of any species of freight to or from competitive i)oints below a 
fair and remimerative basis with the intent of driving out or otherwise injuring a 
competitive carrier bjr water, it shall not be permitted to increase such rates unless after 
hearing by the board it shall be found that such proposed increase rests upon changed 
conditions other than the elimination of said competition. Jurisdiction is hereby 
conferred upon the board after full hearing upon a complaint made, or after full hear- 
ing under an order for investigation and hearing made by the board on its own initia- 
tive, to determine questions of fact as to whether said carrier did reduce rates below 
a fair and remunerative basis with the intent of driving out or otherwise injuring said 
competitor. 

Sec 8. That it shall be imlawful for any common carrier by water, or other person 
subject to this act,. or any officer, agent, or employee of such carrier or person, or for 
any other person lawfully authorized by such carrier or person to receive information 
therefrom, knowingly to disclose to or permit to be acquired by any person other than 
the shipper or consignee, without the consent of such sliipper or consignee, any infor- 
mation concerning the nature, kind, quantity, destination, consignee, or routing of 
any property tendered or delivered to such common carrier for interstate transporta- 
tion, or lor transportation between the United States and a foreign country, which in- 
formation may be used to the detriment or prejudice of such shipper or consignee, or 
which may improperly disclose his business transactions to a competitor, or which 
may be used to the detriment or prejudice of any carrier; and it shall also be unlawful 
for any person to solicit or knowingly receive any such information which may be so 
used: Provided, That nothing in this act shall be construed to prevent the gi\ing of 
such information in response to any legal process issued under the authority of any 
court of a State or of the United States, or to any officer or agent of the Government 
of the United States, or of any State or Territory, in the exercise of his powers, or to 
any officer or other duly authorized person seelang such information for the prosecu- 
tion of persons charged with or suspected of crime, or information given by a conunon 
carrier to another carrier, or its duly authorized agent, for the purpose of adjusting 
mutual traffic accounts in the ordinary course of business of such carriers. 

Sec. 9. That the board is hereby empowered to investigate fully all complaints (or 
to undertake investigation on its own initiative) against any common carrier by water, 
charging unfair treatment of shippers in the matter of cargo space accommodations 
or omer facilities, having due regard for the proper loading of the vessel and the 
available tonnage, or unfair or discriminating contracts with shippers based on the 
volume of freight offered, or unfair treatment in the loading and landing of freight in 
proper condition, or unfair treatment in the adjustment and settlement of claims. 
The board is hereby empowered to order the discontinuance of all unfair or discrim- 
inating practices which it may find to exist, and to adopt all rules and regulations 
which it may deem necessary to prevent such unfair or discriminating practices, and 
to protect the complainant against any form of retaliation. 

Sec. 10. That for the purpose of enabling it the better to carry out the purposes of 
this act, the board is hereby empowered, in its discretion, to require any common 
carrier by water in foreign commerce (and if such common carrier is a corporation, 
any director or officer thereof, or any receiver, trustee, lessee, agent, or person acting 
for or employed by such corporation) to file with it any periodical or special report, 
or any account, record, rate, or charge, or any memorandum of any facts and trans- 
actions appertaining to the carrier's business, concerning any matter about which the 
board is authorized or required by this act to inquire or keep itself informed or which 
it is required to enforce, or to require from any such carrier specific answers to all 
questions upon which the board may need information in carrying out this act. Any 
such reports, accounts, records, rates, charges, and memoranda, or answers to ques- 
tions, shall be under oath whenever the board so requires, and shall be furnished in 
the form and within the time prescribed by the board. If any carrier referred to in 
this section (and if such carrier is a corporation, any director or officer thereof, or any 
receiver, trustee, lessee, agent, or person acting for or employed by such corporation) 
shall fail to file any report, account, record, rate, charge, or memorandum, or shall 
fail to make specific arswer to any question authorized by this section, within such 
reasonable time as the board may prescribe, such carrier shall forfeit to the United 
States the sum of $100 for each and every day it shall continue to be in default with 
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^^spect thereto. Any person (or vhere the carrier by water is a corporation, any 
<iirector or officer thereof, or any receiver, trustee, lessee, agent, or person acting for 
or employed by such corporation) who shall willfully falsify in any manner whatso- 
ever, or who shall willfully destroy, mutilate, or alter, or \^ho shall willfully neglect 
or fail truthfully to file any such report, account, record, rate, charge, memorandum, 
or answer, shall be deemed guilty oi a misdemeanor, and shall be subject, upon con- 
viction, to a fine of not more than $5,000, or imprisonment for a term not to exceed 
three years, or by both such fine and imprisonment. 

Sec. 11. That any common carrier by water or by railroad or other person subject 
to this act, or whenever such carrier or person is a corporation, any director, officer, 
receiver, trustee, lessee, or agent of, or person acting for or employed by such corpora- 
tion who alone or with any other person willfully does or causes to be done or willingly 
suffers or permits to be done any act, matter, or thing in this act prohibiting or declared 
to be unlawful, or who aids or abets therein, or violates any order or regulation made 
by the board in pursuance of the provisions of this act, or who aids or abets therein, 
or willfully omits or fails to do any act, matter, or thing in this act required to be 
done, or causes or willingly suffers or permits any act, matter, or thing so directed or 
required by this act to be done not to be so done, or aids or abets any such omission 
or failure, or is guilty of any violation of this act, or who aids or abets therein, shall 
be guilty of a misdemeanor, and upon conviction thereof in any district court of the 
United States within the jurisdiction of \^hich such offense was committed shall, 
except as in this act otherwise provided, be subject to a fine of not to exceed $5,000 
for each offense: Provided, That any person convicted as aforesaid of a violation of 
sectfons 5, 6, or 9 of this act shall be subject to a fine of not more than $1,000 for 
each day during which such violation continues: Provided further, That any person 
convicted as aforesaid of a violation of section 8 of this act shall be subject to a fine 
of not to exceed $1,000 for each offense. 

Every violation of this act shall be prosecuted in any court of the United States 
having jurisdiction of crimes within the district in which such violation was com- 
mitted, or through which the transportation may have been conducted ; and whenever 
the offense is begun in one jurisdiction and completed in another it may be dealt 
with, inquired of, tried, determined, and punished in either jurisdiction in the same 
manner as if the offense had been actually and wholly committed therein. 

Sec. 12. That any person who shall be injured in his business or property by reason 
of any common carrier by water or by rail, or other person subject to this act, doing, 
causing to be done, or permitting to be done any act, matter, or thing in this act pro- 
hibited or declared to be unlawful, or omitting to do any act, matter, or thing in this 
act required to be done, may sue therefor in any district coujt of the United States 
in the district in which the defendant resides or is found, or has an agent without 
respect to the amount in controversy, and shall recover double the damages by him 
sustained, and the cost of suit, including a reasonable attorney's fee. 

Sec 13. That it shall be the duty of every common carrier by water or other person 
subject to this act, within sixty days after the taking effect of this act, to designate 
in writing an agent in the city of Washington, District of Columbia, upon whom 
service of all orders, notices, and processes may be made for and on behalf of said 
common carrier or person in any proceeding or suit pending before the board, and to 
file such designation in the oftice of the secretary of the board, which designation 
may from time to time be changed by like writing similarly filed; that thereupon 
service of all orders, notices, and processes may be made upon such carrier or per- 
son by leaving a copy thereof with such designated agent at his office or usual place 
of residence in the city of Washington with like effect as if made personally upon 
such carrier or person; and in default of such designation of such agent service of any 
order, notice, or process in any proceeding before the board may be made by post- 
ing a copy of such notice, order, or process in the office of the secretary of the board. 

Sec. 14. That the board shall execute and enforce the provisions of this act, in so 
far as they may be applicable to the enforcement of, and not inconsistent with this 
act, tli^re is hereby made applicable to, incorporated in, and made a part hereof, 
all the provisions of the acts entitled "An act to regulate commerce," approved 
February fourth, eighteen hundred and eighty-seven; ''An act making appropria- 
tions to supply urgent deficiencies in appropriations for the fiscal year nineteen hun- 
dred and thirteen, and for other purposes," approved October twenty-second, nine- 
teen hundred and thirteen; "An act in relation to testimony before the Interstate 
Commerce Commission, and in cases or proceedings under or connected with an act 
entitled *An act to regulate commerce,' approved February fourth, eighteen hundred 
and eighty-seven, and amendments thereto," approved February eleventh, eighteen 
hundred and ninety- three; "An act defining the right of immunity of witnesses under 
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the act entitled 'An act in relation to testimony before the Interstate Commerce Com- 
mission,' and so forth, approved February eleventh, eighteen hundred and ninety - 
three, and an act entitled *An act to establish the Department of Commerce and 
Labor,' approved February fourteenth, nineteen hundred and three, and an act 
entitled 'An act to further regulate commerce with foreign nations and among the 
States,' approved February nineteenth, nineteen hundred and three, and an act 
entitled 'An act making appropriations for the legislative, executive, and judicial 
expenses of the Government for the fiscal year ending June thirtieth, nineteen hun- 
dred and four, and for other purposes,' approved February twenty-fifth, nineteen 
hundred and three," approved June thirtieth, nineteen hundred and six; "An act 
to further regulate commerce with foreign nations and among the States," approved 
February nineteenth, nineteen hundred and three; "An act to expedite the nearing 
and determination of suits in equity pending or hereafter brought under the act of 
July second, eighteen hundred and ninety, entitled 'An act to protect trade and com- 
merce against unlawful restraints and monopolies,' 'An act to regulate commerce,' 
approved February fourth, eighteen hundred and eighty-seven, or any other acts 
having a like purpose that may be hereafter enacted," approved February eleventh, 
nineteen hundrea and three, and all acts amendatory thereof. 

Sec. 15. That to carry out and give effect to the provisions of this act, the board is 
authorized to employ such experts and other assistants as may be necessary, and to 
appoint special agents or examiners who shall have powers to administer oaths, 
examine witnesses, and take testimony. 

Sec. 16. That this act shall not be construed to affect, or in any wise reduce or 
impair the present power of the Interstate Commerce Commission over rates, or any 
other subject matter heretofore committed to its jurisdiction and control. 

Dr. Emory R. Johnson, of Philadelphia, is here this morning and 
I will ask him to make a statement to the committee. 

STATEMENT OF DB. EMOBY B. JOHNSON, PHILADELPHIA, 
PA., PBOFESSOB OF TBANSPOBTATION AND COMMEBCE, 
UNIVEBSITY OF PENNSYLVANIA. 

The Chairman. You have studied the provisions of H. R. 14337? 

Dr. Johnson. I have gone over it with some care. Judge. 

The Chairman. You are also familiar with the provisions of H. R. 
450, are you not? 

Dr. Johnson. I am; or at least I was. 

The Chairman. I recall that you reviewed the provisions of that 
bill at one time in an article, and while that bill was in preparation I 
recall that Dr. Huebner and I had the benefit of your advice and 
service in framing the bill. We would be pleased now to have you 
proceed and give us your views on this bill. 

Dr. Johnson. Mr. Chairman, I think it is understood by the com- 
mittee that I appear here to-day upon your invitation and not upon 
my own suggestion; by which I mean that I am very glad to come 
if I can be of any assistance to the committee. That is my only 
reason. 

The Chairman. I invited Dr. Johnson to come for the reason I 
have stated, that when we had up the preparation of H. R. 17328, 
in the Sixty-third Congress — of which H. R. 450 is an exact copy — 
the bill under consideration being a copy of same, Dr. Johnsoif^gave 
us the benefit of his views on the matter and of his assistance, and 
aU the while has kept in touch with the work of the committee and 
is familiar with the recommendations of the committee following the 
investigation of what is known as the Shipping Trust. 

Dr. Johnson. It seems to me, Mr. Chairman, that I may most 
advantageously present a brief prepared statement, which will not 
take me more than 15 minutes to read, setting forth the main provi- 
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sious of the bill and discussing certain principles which it seems to 
iii^upport and justify those provisions. 

The Chairman. Before doing that, Doctor; you are an author of 
various works on the question of transportation and rates, are you 
not? 

Dr. Johnson. I did pubhsh in 1911 a book upon railroad traffic 
and rates and, in 1906, a book on ocean transportation, in which the 
subject of steamship conferences and ocean rates was discussed. I 
have also pubUshed other discussions of the subject and have endeav- 
ored to keep myself impartially informed on the subject of ocean 
transportation. 

Shall I proceed ? 

The Cblairman. Yes. 

Dr. Johnson. Believing that transportation by water as well as 
by rail is a business of a pubUc nature that should be performed in 
accordance with the standards of reasonableness that the pubUc has 
come to expect all common carriers to observe, I am in accord with 
the general purpose of the bill now before the committee. The meas- 
ure is very similar to the bill that the committee reported to the House 
in 1914, and which would probably have, ere this, been enacted into 
law had not events in Europe given legislation on maritime and many 
other subjects an unexpected turn. 

The bill imder consideration by the committee proposes to substi- 
tute Government regulation in tne place of unregulated competition 
and ■ uncontrolled monopoly in the ocean transportation business, 
the main purposes of the proposed regulation being to insure fair 
methods of competition, to put a limit upon private monopoly and 
to prevent unreasonable discriminations m the rates, services, and 
practices of ocean carriers. The biQ seeks to extend to the ocean 
transportation business the standards of fair competition that the 
act to create a Federal trade commission requires of those engaged 
in commerce. The measure aims to correct the evil results of un- 
regulated competition, the granting of rebates to favored shippers, 
the running of '* fighting ships" to drive out undesired competitors, 
and the penahzing of shippers who patronize independent carriers. 

The bill recogmzes the fact that ocean lines wiU inevitably form 
associations or conferences for the purpose of regulating competition 
among members of the conference and between the lines within and 
those outside of the conference. These conferences formed by the 
steamship companies are deemed by the companies to be absolutely 
necessary, and the investigations made by this committee show that 
the conferences have been, and can be, of service both to the carriers 
and to shippers. The bill under consideration permits such con- 
ferences to DC formed, but prevents their actions from being injurious 
by requiring all conference agreements to be subject to approval by 
the Government. 

It must be evident that these conferences of ocean carriers must 
either be prevented or regulated, if independent American lines, 
whether under private or Government ownership, are to engage in 
the future, profitably, in the South American and other trades. The 
oce^n transportation field can be and is largely preempted by the 
conference hues which, when it is to their advantage, make deferred 
rebate contracts with the larger shippers and thus close the door of 
opportunity to the independent carrier seeking cargo to keep his 
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ships regularly and fully employed. It is necessary that the ocean 
transportation field should be open to all earners on like terms. 
Unless this is assured, the United States can not hope to make much 
progress in the development of its merchant marine. 

It seems to me this bill is fundamental, then; it is the first step in 
the development of a merchant marine under present conditions of 
'^conference'' regulation of the ocean transportation business. 

Having provided for preventing unfair competition and for hmiting 
monopoly in the ocean transportation business, the bill makes it 
unlawful for common carriers by water to make unreasonable dis- 
criminations in rates or services or to indulge in secret preferential 
practices, it being the evident purpose of the bill to apply to carriers 
by water, in so far as applicable, the principles that have successfuUv 
and with advantage to the public been appUed to carriers bv rail. 
The bill gives the board entrusted with the enforcement of the act 
power in certain conditions to fix the maximum rates charged by 
ocean carriers in the foreign trade. As this is such an important 
feature in the bill, and inasmuch as it is especially important that 
these features of the bill be exactly understood, not only oy this com- 
mittee but by others, I shall at this point take the liberty, with your 
permission, of quoting the two or three paragraphs which contain the 
provisions in regard to regulation of rates. 

It is provided by the bill : 

That whenever, after full hearing upon a complaint, or under an order for investiga- 
tion made by the board on its own initiative, the board shall be of opinion thart any 
rates or charges demanded, charged, or collected by any common carrier by water in 
foreign commerce are unreasonably high or unjustly discriminatory between shippers 
or ports, or unjustly prejudicial to exporters of the United States as compared with 
their foreign competitors, or represent an unjust relation between classes of com- 
modities, the board is hereby empowered to determine and prescribe what shall the 
just and reasonable rates and charges to be thereafter observed as the maximum to be 
charged and to make an order that such carrier shall cease and desist from publish- 
ing, demanding, or collecting any rate or charge in excess of the prescribed maximum, 
such order to continue in force for such period of time, not exceeding two years, as shall 
be prescribed in the order of the board, unless the same shall be suspended, modified, 
or set aside by the board or be suspended or set aside by a court oi competent juris- 
diction. 

The law, however, does not provide that the board shall require 
carriers by water in foreign commerce to file their rates or tariffs. 
Experience wiU show whether it is practicable and desirable to require 
ocean carriers in the foreign trade to file their rates and to charge 
only such rates as have been filed with the Government. This 
difference between the pending measure and the present interstate 
commerce law is of present importance. This bill, if enacted into 
ilaw, will provide a very different kind of regulation, by the shipping 
board, over the rates of ocean carriers, than the Interstate Com- 
merce Commission exercises over carriers by rail. In the case of 
carriers by rail, their rates must be published and filed with the com- 
mission; only the published rate may be charged; no change in the 
rate, up or down, may be made except upon 30 days' notice to the 
Government, and any important increase in rates may be suspend by 
the Interstate Commerce Commission; thus giving the commission 
practical control over the rates of the railroads. There is no such 
proposition contained in the proposed measure. 
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^^e proposed measure subjects carriers by water in interstate 
commerce to somewhat stricter regulation than is provided for ear- 
ners by water in foreign commerce. The bill provides: 

That every common carrier by water in interstate commerce shall establish, observe, 
and enforce in interstate commerce just and reasonable rates, fares, and charges and 
just and reasonable regulations and practices effecting classifications, rates or tariffs, 
the issuance, form, and substance of tickets, receipts, and bills of lading, the manner 
and method of presenting, marking, packing, and delivering property for transporta- 
tion, the carrying of personal, sample, and excess baggage, the facilities for trans- 
portation, and all other matters relating to or connected with the receiving, handling, 
tt^nsporting, storing, and delivering of property. Whenever the board shall, upon 
formal complaint or in proceedings instituted of its own motion and after full hearing, 
be of opinion that any of the aforementioned rates, charges, classifications, regulations, 
or practices are unjust or unreasonable, the board is hereby empowered to determine, 
prescribe, and order enforced just and reasonable rates, charges, classifications, 
regulations, and practices. 

The carriers by water in interstate commerce are further required 
to— 

* * * file with the board and keep open to public inspection, in the form and 
within the time prescribed by the board, all the rates, fares, and charges for transporta- 
tion between dinerent points on its own route and points on the route of any other 
carrier by water when a through route and joint rate have been established, and if 
no joint rate over the through route has been established the several carriers in such 
through route shall file the separately established rates, fares, and charges applied 
to the through transportation. No increase shall be made by such carrier in the rates, 
fares, and charges or joint rates, fares, and charges which have been filed in compliance 
•with the requirements of this section, except after 10 days' notice to the board, which 
notice shall plainly state the increase proposed to be made. The board is hereby 
empowered to determine and prescribe what shall be the maximum rates, fares, and 
charges to be observed and charged by such carrier and to make an order that such 
carrier shall cease and desist from demanding or collecting any rate, fare, or charge 
in excess of the prescribed maximum, such order to continue in force for such period 
of time, not exceeding two years, as shall be prescribed in the order of the board, 
unless the same shall be suspjended, modified, or set aside by the board or by a court 
of competent jurisdiction. 

That section of the act, Mr. Chairman, is the only one, so far as 
I read the bill, that required the publication andfihng of rates, and 
those are joint rates applying over connecting carriers. 

To enable the board to carry out its important duties it is given full 
power to investigate the rates and practices of carriers by water, and 
to require the carriers to make such periodical or special reports as 
the board may need in order to keep fully informed regarding the 
business of the carriers. 

The effective powers of the board as a supervisory and regulatory 
body are strengthened by the section whicn provides that the pro- 
visions of the interstate commerce act of 1887, and subsequent laws 
for the regulation of railroads, shall, in so far as apphcaole to the 
business of ocean transportation, be incorporated in, and made a part 
of, the proposed law. It is, however, wisely provided that the pro- 
posed act ' 'shall not be construed to affect, or in anywise reduce or 
impair the present power of the Interstate Commerce Commission 
over rates, or any other subject matter heretofore committed to its 
jurisdiction and control.'^ 

So much, Mr. Chairman, as to the main provisions of the law. 
Now a few words as to the general principles upon which this bill was 
framed. 

The proposed legislation is based upon principles that have not 
hitherto prevailed in the laws of the United States for the regulation 
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of carriers, whether by rail or by water. The law proposes to allow 
nral steamship lines to form conferences and to enter into agreements 
as to rates and services; it proposes to regulate rather than to pro- 
hibit conferences of ocean earners. In the past, the generally ac- 
cepted theory has been that the pubhc interest required that compe- 
tition among carriers, whether by rail or by water, be enforced by 
law, and that* the cooperation as well as combination of rival carriers 
be prohibited. 

Whatever the theorv of le^slation has been, the fact is that the car- 
riers now engaged in the foreign trade of the United States are practi- 
cally all members of conferences. The investigations made by this 
committee established this fact beyond question, it having been 
found by the committee that — 

It is the almost universal practice for steamship lines engaging in the American 
foreign trade to operate, both on the inbound and outbound voyages, under the terms 
of written agreements, conference arrangements, or gentlemen's understandings, 
which have for their principal purpose the regulation of competition through either 
(1) the fixing or regulation of rates, (2) the apportionment of traffic by allotting the 
ports of sailing, restricting the number of sailings, or limiting the volume of freight 
which certain lines mav carry, (3) the pooling oieaminfi^ from all or a portion of the 
traffic, or (4) meeting the competition of nonconference lines. 

The members of these conferences include steamship lines under 
the American flag and under foreign flags. Whether it would be pos- 
sible as a matter of practical legislation and administration to prevent 
all carriers, foreign as well as American, engaged in the foreign trade 
of the United States from entering into conference arrangements and 
agreements I will not attempt to say. It is probable, however, that 
a law prohibiting conferences could be eniorced more effectively 
against vessels under the American flag than against vessels under 
foroign flags, and that such a law would be more effective against 
conferences formed in the United States than against conferences 
formed in foreign countries. Without going into this phase of the 
subject in any detail, it seems to me that it would be impracticable 
as well as inadvisable to prohibit steamship conferences. 

This is equivalent to saying that the proposed legislation proceeds 
in the right direction. It permits rival steamship fines to form con- 
ferences and to enter into agreements for the regulation of services 
and rates, but subjects the agi'eements and aU the rates fixed by 
agreements to government knowledge and regulation. Le^slation 
of this kind is sound in principle and is needed in the pubhc interest. 

At the present time ocean carriers, both coastwise and in the 
foreign trade, form conferences and enter into agreements. What 
transpires in those conferences and what agreements are entered into 
are kept from the public. Similarly each ocean line may make secret 
rates lavoring sucn shippers and such ports as it may wish to aid, 
there being nothing to prevent secret rebates and discriminations. 
In a word, at the present time, ocean carriers engaged in the domestic 
and foreign trade of the United States are carrying on a business of 
tt public nature by secret methods, and are being permitted to estab- 
lish such a. degree of monopoly as it .is possible Dy combination to 
maintain. While it is well known that competition is active m many 
parts of the ocean transportation business, it is also weU known that 
powerful steamship lines by conferences can estabhsh conditions 
which contain elements of monopoly. The very purpose of the con- 
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ference agreements is to limit competition. Monopoly is the opposite 
of competition. 

The present condition of unregulated competition in ocean trans- 

f)ortation is desirable neither for the public nor for the carriers, 
yompotition must be regulated, and is regulated — ^not by means 
known to the public and subject to Government control — but secretly 
by combinations of the carriers. The public interest requires that 
the agreements of carriers shall be subjected to the fullest measure 
of publicity, and that the rates, practices, and services of ocean car- 
riers shall be subject to appropriate regulation by the Federal 
Government. 

The theory in accordance with which the bill has been framed is 
that the law for the regulation of carriers by water shall state with 
precision what is required of carriers as regards their agreements, 
rates, and practices. Instead of providing in general language that 
ocean carriers shall not charge rates that are unreasonably high or 
unjustly discriminatory as between persons, places, and commodities, 
the bill contains specific prohibitions and a series of defirite require- 
ments. Deferred rebates, '^fighting ships,^^ and retaUatioii against 
shippers are prohibited. The bill also prohibits unreasonable dis- 
criminations in charges and the granting of special rates to favored 
shippers. The carriers are required to inform the Government of all 
agreements with each other, and changes in those agreements must 
receive the approval of the shipping board. Carriers by water in 
interstate commerce are also required to file their joint or interline 
rates with the shipping board, if the charges of carriers by water, 
whether in interstate or foreign commerce, are found upon investiga- 
tion to be unreasonable, maximum rates may be established by the 
shipping board. The proposed act thus confers specific powers upon 
the shipping board, while at the same time it gives the board a large 
measure of discretionary authority — ^it being left with the shipping 
board to determine what reports snail be required of carriers by water 
in foreign commerce and to determine to wnat extent the provisions 
of the interstate-commerce act and other laws for the regulation of 
commerce will be fomid to apply to the enforcement of the pending 
act should it become a law. 

The experience which the Interstate Copimerce Commission has 
had in the regulation of carriers by rail shows the importance of in- 
cluding in an act, such as the one under consideration, a specific and 
detailed enumeration of the prohibitions and requirements imposed 
upon the carriers, and of the powers that may be exercised by the 
board intrusted with the administration of the act. A law less defi- 
nite than the oneproposed would almost certainly lead to controversy 
and Htigation. The result would be an ineffective and unsatisfactory 
regulation of ocean carriers. 

It is important that an act for the regulation of ocean carriers should 
not take from the Interstate Commerce Commission any of its powers. 
The purpose of the proposed law is to extend the scope of regulation 
of transportation without limiting or conflicting with the agencies of 
of administration that have previously been established. While the 
Interstate Commerce Commission has certain jurisdiction over such 
carriers bv water as unite with railroads in forming through routes, 
there ougnt to be no conflict of jurisdiction between the Interstate 



16 REGULATORY FEATURES OF SHIPPING BILL. 

Commerce Commission and the proposed shipping board. This con- 
flict of jurisdiction will probably be obviated by the last section of 
the proposed law, which provides that nothing in the act shall impair 
the powers of the Interstate Commerce Commission over matters now 
committed to its jurisdiction. 

The Chairman. Referring to that last matter, that there is to be 
no conflict of jurisdiction between this board and the Interstate Com- 
merce Commission, is it not your opinion that experience may de- 
velop a situation where the two boards must act jointly — that is, the 
Interstate Commerce Commission and the shipping board — with 
roforence to various matters and provide a form of administration? 

Dr. Johnson. I think that is entirely possible, Mr. Chairman. 
The two fields will, of course, touch each otner; and the two boards, 
in dealing with practical questions, will have to mark out the limi- 
tations 01 the two fields. Tliis proposed measure would be incom- 
plete, however, if it did not do as it does do — that is, make perfectly 
clear that this proposed measure is not a transfer of the powers, nor 
in any sense an infringement upon the powers, of the Interstate 
Commerce Commission. 

The Chairman. Yet it will take experience to develop and disclose 
just where this joint control may be necessary? 

Dr. Johnson. I think it will; yes, sir. 

The Chairman. In the committee, in the consideration of this bill, 
the question has come up with reference to the tramp steamer. We 
have no purpose to hamper them or circumscribe their activities or 
limit their power in the way of competition and the regulation of 
ocean rates. It is claimed by the conference lines that rates are 
largely controlled by charter rates. Now, is there anything in this 
biirwnich would do that? 

Dr. Johnson. I have read the biQ carefully, Mr. Chairman, with 
that query in my mind. I deem it impracticable to establish in the 
ocean transportation business the situation that has been established 
in the rail transportation business, namely, that only the pubUshed 
rates on file with the Government may be charged. There is nothing 
in this bill which requires the owner of a tramp vessel to file his rates 
with the shipping board. N(5r is there anything in this bill that will 
prevent him from quoting such a rate to-day as he deems com- 
petitive conditions require him to quote. He is limited in his action, 
so far as I can discover, only by the section of the bill 

Mr. Hardy. Section 3 ? 

Dr. Johnson. Section 3, which lays down certain standards of fair 
competition. If he, by his individual, uncontrolled act, violates 
those standards, he runs the risk of a complaint by a rival or of an 
investigation by the shipping board, which caA correct his practice 
in the future. 

The Chairman. In other words, he is not permitted to practice 
discrimination as between shippers or ports or in any other manner 
that would not be permitted to the regular lines ? 

Dr. Johnson. That is right. 

Mr. Hardy. As I understand your construction, and that is what 
seems right to me, an individual, single, line, or single shipowner, 
having no agreement with any other shipowner, is a free lance as far 
as rates are concerned, provided he does not discriminate between 
persons or places? 



begi/Iatoby featubes of shipping bill. 17 

Dr. Johnson. That is my understanding of the bill. 

Mr. Habdy. And this bill does not attempt to give the board 
authority to fix rates that shall be charged, but they have the right 
to prevent such discriminations by the combination lines or the con- 
ference lines ? 

Dr. Johnson. Your statement is in accordance with my under- 
standing, and I think it well to emphasize a distinction that should 
be kept in mind. The powers conferred by this bill upon the pro- 
posed shipping board are purely corrective powers as regards rates. 
They are not pqwers to prescribe, ab inito, a scheme of rates or a 
system of rates to prevail in the field of ocean transportation. The 
line carriers, or individual shipowners, will go ahead after this law is 
passed and work out their own rates, and will not even be obliged to 
file them with the Government unless they are joint rates. 

Dr. Habdy. That is, you mean unless they are conference rates ? 

Mr. Johnson. No; unless they are joint interline rates over two 
connecting water carriers. 

The Chaibman. That is the interstate commerce act? 

Dr. Johnson. The interstate commerce act gives the commission 
jurisdiction over joint routes and joint rates by rail and water lines, 
including the wator portion of the joint route. This bill deals with 
joint routes over connecting carriers by water and the shipping board 
may require those interline water rates to be filed. B ut tho seare 
the o nly rates that have to be filed with the l^oard. AlTotherl^es 
are^ade by the several steamship lines lis they thin k best — of course 
subject to the general limitations^^^re(i[uireme this_bill as to 

fair competition: Tlie sanieTs true of The Iramp steamer and even 
pefhaps in a larger degree, because the practice of tramp steamers is 
to make rates not for periods of time or by schedules but with refer- 
ence to a particular vessel sailing at a particular time. Do I make 
myself clear? 

Mr. Bybnes. Doctor, how do you construe section 6 on page 10 ? 

Dr. Johnson. That section states that every common carrier by 
water in interstate commerce shall establish, observe, and enforce in 
interstate commerce just and reasonable rates, fares, and charges and 
just and reasonable regulations and practices affecting classifications, 
rates, or tariffs, and so forth. 

Mr. Bybnes. Now the last part, beginning in line 23, '^ Whenever 
the board shall, upon formal complaint or in proceedings instituted 
of its own motion.^^ 

Dr. Johnson. The early part of the section which I read imposes 
upon the carriers when they make their rates the standards of reason- 
ableness. The latter part of the paragraph to which you specifically 
refer gives the board the power to determine in particular cases 
whether that standard of reasonableness has been observed or not. 
If the board finds it has been violated the board can correct what has 
been done. 

Mr. Bybnes. And order in force what they consider to be just and 
reasonable rates ? 

Dr. Johnson. Yes. 

Mr. Bybnes. That is just interstate. Now, as to foreign, is there 
not the same provision in section 5 — the power to fix a maximum 
rate? 

38534—16 2 
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Dr. Johnson. A similar power is there granted. The part that 
possibly you have in mind is that the bill does not limit the extent to 
which the shipping board may fix rates nor limit the time which 
those rates shall remain in force. 

Mr. Kyrnes. I was only inquiring because I understood you to say 
that they had nothing to do with the fixing of rates or regulating. 
Possibly I may have misunderstood you. 

Dr. Johnson. I did not intend to say quite that. The board has 
the power to correct a rate upon complamt or, upon investigation , 
upon their own initiative. The rates, however, are nutde day by day 
by the tramp carrier. What the board does is to pass in judgment 
upon what the carrier does upon his own initiative. Now, in actual 
practice what would come before the board would be a complaint not 
against the rates in general of an ocean carrier but a complaint 
against certain specific charges; and any correction that the board 
would make would deal with individual specific rates and not with a 
general schedule or classification of rates. The .act in its practical 
workings would, I think, not transfer to the board the general rate- 
m aking function . 

Mr. Burke. Doctor, permit a question. In section 5, commencing 
on line 20, ^'prescribe wnat shall be the just and reasonable rates and 
charges to be thereafter observed as the maximum ''; that is, the 
board is empowered to do that after an investigation upon complaint 
made. What I desire tq know is, Will the tramp ship be bound by any 
maximum rates that the board may make as a result of an investiga- 
tion of a complaint ? 

Dr. Johnson. Of course the order will run against the specific 
carrier; it could not run against any other carrijer than that one. And 
if any other carrier deemed the conditions of transportation to be 
different — conditions of competition and conditions of transportation 
to be different — than they were when the order was issued against the 
other carrier, I would say that the tramp owner would be free to take 
such action as he deemed to be permissible under the requirements of 
the act. In other words, to answer specifically, I do not think an 
order running against me to-day would necessarily apply against you 
to-morrow. 

Mr. Burke. But the maximum- fixed to-day against a given tramp 
ship would continue against that ship, if it continued in the same 
route, imtil changed ? 

Dr. Johnson, it would continue as long as the order of the board 
ran. It is customary to put a two-year limit on orders of the Inter- 
state Commerce Commission. And, in fact, orders, I think, are 
limited to a two-year period by the bill. 

The Chairman. There is a two-year limit in this connection also — 
it is not to exceed two years that the order shall run. 

Mr. Hardy. Then this section 5 only prescribed the fixing of the 
maximum; that would not prevent a vessel from lowering the rate ? 

Dr. Johnson. Oh, no. It does not prescribe the absolute nor 
minimum rate ? 

Mr. Greene. I am very sorry I was not here all the time you were 
talking, but from what I did hear it seemed to me you made the state- 
ment that interstate commerce would be restricted or more re- 
stricted than the regulation of foreign commerce. That is to say, 
this bill would affect more particularly the interstate commerce, the 
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coastwise traffic, rather than the ocean traffic, and would affect com- 
petition in the coastwise traffic more than it would in the over-seas 
traffic. Am I correct in that ? 

Dr. Johnson. Essentially. What I said was that the regulation 

Mr. Greene. I did not hear all you said, because I was unfortu- 
nately called out. 

Dr. Johnson. What I said was the proposed measure subjects 
carriers by water in interstate commerce to a somewhat stricter regu- 
lation than is provided for carriers by water in foreign commerce- 
And then I called attention to the second paragraph of section 6, 
which gives the shipping board authority to require the fihng of the 
interUne rates on two connecting carriers by water in interstate com- 
merce. In the absence of an interline rate fixed by the carriers form- 
ing a joint route, the board may require the separate rates which 
each carrier charges for the joint haul to be filed with the board. 
And the rate thus filed can not be changed except upon 10 days* 
notice. 

That is a kind of a provision that is rather important and it does 
not apply to carriers in the foreign commerce. 

Mr. Greene. The purpose of this bill, as I understand it, was to 
make it easier for Americans to do business in the foreign trade. 
Now, is it necessary to interfere with the interstate commerce in 
order to make the ocean commerce more advantageous to people 
who want to enter into that ? 

Dr. Johnson. Possibly you state one purpose rather than all the 
purposes of the bill. 

Mr. Greene. I have stated the purpose that struck me most forci- 
bly in what I heard you say. I did not 'hear it aU; but I thought 
from what I heard you say, as I understood you, that you said this 
bill would particularly afl'ect the interstate commerce, but it could 
not reach all the elements of the foreign commerce. The point I 
want to make is this: This bill it seems to me — I may be incorrect in 
it — is not beneficial to the American shipper, but is rather in the 
interests of the foreign shipper. The American shipowner who goes 
into the trade, or is in it now, or has been in it, and has his business 
established, is more likely to be interfered with bv this bill than he 
would if tne bill was not enacted into law. T6e men who have 
established a foreign trade, have established it with a great deal of 
competition, and that competition is liable to be very much more 
severe when this war is over — I do not know when that will be — it 
will be very much greater, and there will be a great many more 
entanglements to which the American shipowner will be subjected 
by reason of the enactment of this bill. 

. Now, I want to know wherein the bill in any way provides any 
more freedom or more opportunity or more advantage to the Amer- 
ican shipper than there would be if this bill was not put into law. 
Does not this tie the American shipper up more and more; and it is 
not to get at the foreign shipper, because the foreign shipper can not 
be readied except, of course, he comes into our ports and thus be 
subject to the same restrictive regulations; but he will keep out of 
our ports and do his direct foreign trade without coming. in, which 
we want to get. 

Dr. Johnson. Your question is so fully stated that the reasons 
back of it are made clear. 
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Mr. Greene. Yes. 

Dr. Johnson. And it is those reasons I will attempt to consider 
very briefly. 

Mr. Greene. What do you mean by the "reasons back of it?'' 

Dr. Johnson. The reasons for asking the question. 

Mr. Greene. That is what I want to know. I do not ask the 
question in any sense of being a shipowner, which I am not, and 
never did own a cent's worth of stock in a ship. I want to get the 
purpose of this bill, if I can. It seems to me, as far as I read it, 
it is not advantageous to American shipping. 

The Chairman. The American exporters, though, think it is. 

Mr. Greene. The men I hear from do not think so. 

The Chairman. You may be sure they are not shipowners. 

Mr. Greene. I do not know. 

The Chairman. You wUl find out when they come? 

Mr. Greene. I have a telegram I would like to read here. 

The Chairman. I suggest tnat you wait until Dr. Johnson answers 
the question. I beg your pardon. Doctor, for interfering mvself . 

Dr. Johnson. It would oe accomplishing the opposite of what is 
intended if the result of this bill was to make it more difficult for 
American shipowners to enter the business of ocean transportation 
and if it were made more difficult for the American merchant marine 
to develop. Your feeling is, if I get your thought correctly, that by 
imposing the requirements of this law upon ocean transportation, 
upon the ocean carriers, the effect mav be to make it more difficult 
for American shippers to enter the neld and develop a merchant 
marine ? 

Mr. Greene. Then I am attacking it on the ground that they will 
be subject to foreign competition, which was severe for a great many 
years — a well-established competition — and is to-day well estab- 
lished, notwithstanding the war; that when the war is over the 
competition wiU be very much more severe, and we are not able to 
get at that and try to destroy it — we may try to destroy it, but our 
measures will be ineffective — and at the same time it will bind the 
hands and tie the feet of the American shipowner and the American 
exporter. 

Dr. Johnson. That very question was considered in general terms 
in what I stated in the beginning and with your perrmission I will 
restate that, and then extend the thought shghtly. what I said was 
that it must be evident that these conferences of ocean carriers must 
either be prevented or« regulated, if independent American lines, 
whether under private or Government ownership, are to engage in 
the future, profitably, in the South American and other trades. The 
ocean transportation field can be and is largely preempted by the 
conference fines which, when it is to their advantage, make deferred 
rebate contracts with the larger shippers and thus close the door of 
opportunity to the independent carrier seeking cargo to keep his 
snips regularly and fully employed. It is necessary that the ocean 
transportation field should be open to all carriers on like terms. 
Unless this is assured, the United States can not hope to make much 
progress in the development of its merchant marine. 

In order to engage profitably in a trade between the United States 
and South America, a new steamship fine must enter an open trans- 
portation field. The conferences now have covered the larger part 
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of the traffic from South America to the United States by conference 
agreements including the deferred rebate contract. The great diffi- 
culty of starting a new Une from the United States to South America 
is that a large number of the big shippers have pledged themselves to 
patronize only the existing Unes. In other words, the conditions of 
competition at present are unfair to the new line. The development 
of the merchant marine means the profitable establishment of new 
lines and new services. And it seems to me that the first thing that 
must be done is to require every line that enters an American port, 
that is, engages in the foreign trade of the United States, to submit 
its conference agreements to an American board, and to do away with 
these. secret practices which now close the field against fair com- 
petition on the part of new hues. 

I have answered your question as well as I can. 

Mr. RowE. Now, the same relation practically exists in other 
trades besides South America? 

Dr. Johnson. I take that simply as an illustration. 

(Thereupon, at 11.55 o'clock a. m. the committee took a recess 
until 2 o'clock p. m.) 

AFTER RECESS. 

The committee reconvened pursuant to the taking of recess. 

Mr. Greene. Did you complete all you had to say in answer to my 
question ? 

Dr. Johnson. Much more might be said. 

Mr. Greene. I would like to get something that would give light 
on what I asked for. If you want to enlarge on it, I am wming you 
should. 

The Chairman. I thought his answer was complete. 

Mr. Greene. You might think so, but it seems to me it is not, and 
if he can make it more definite I would rather have it, even though 
it be against my view. I will ask the stenographer to read my 
question. 

The Stenographer (reading) : 

Then I am attacking it on the ground that they will be subject to foreign competi- 
tion, which was severe for a great many years, a well-established competition, and is 
to-day w^ell established, notwithstanding the war; that when the war is over the com- 
petition will be very much more severe, and we are not able to get at that and try 
to destroy it — ^we may try to destroy it, but oiu: measures will be ineffective — and at 
the same time it mil bind the hanas and tie the feet of the American shipowner and 
the American exporter. 

The Chairman. Now, I suggest that the answer of Dr. Johnson to 
your question be read also. 
The Stenographer' (reading) : 

That very question was considered in general terms in what I stated in the begin- 
ning, and with your permission I will restate that and then extend the thought 
slightly. What I said was that it must be evident that these conferences of ocean 
carriers must either be prevented or regulated, if independent American lines, whether 
imder private or Government ownership, are to engage in the future profitably in 
the South American and other trades. The ocean transportation field can be and is 
largely preempted by the conference lines which, when it is to their advantage, 
make deferred rebate contracts with the larger shippers, and thus close the door of 
opportunity to the independent carrier seekmg cargo to keep his ships regularly and 
fuUy employed. It is necessary that the ocean transportation field should be open 
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to all carriers on like terms. Unless this is assured the United States can not hope to 
make much progress in the development of its merchant marine. 

In order to engage profitably in a trade between the United States and South 
America, a new steamship line must enter an open transportation field. The con- 
ferences now have covered the larger part of the traflic from South America to the 
United States bv conference agreements, including the deferred rebate contract. 
The great difficulty of starting a new line from the United States to South America 
is that a large number of the big shippers have pledged themselves to patronize only 
the existing lines. In other words, the conditions of competition at present are 
unfair to the new line. The development of the merchant marine means the profit- 
able establishment of new lines and new services. And it seems to me that the 
lirst thing that must be done is to require every line that enters an American port — 
that is, engages in the foreign trade of the United States — to submit its conference 
agreements to an American board and to do away with these secret practices which 
BOW close the field against fair competition on the part of new lines. 

Mr. Greene. There is one other question I wanted to ask you, and 
that is this: I think you said something about tramp steamers not 
being subject to re^idation, did you not; that they would not be sub- 
ject to regulation hke the other lines ? 

Dr. Johnson. Their rates would be subject to regulation in the 
sense that they would be subject to correction upon complaint and 
upon investigation by the shipping board ; but each tramp ship owner 
would be free day by day to quote such rates as he thought the cir- 
cumstances warranted. 

Mr. Greene. Is not that a rather discrimination in favor of the 
tramp steamer? Are not the tramp steamers the principal com- 
petitors in that trade to-day; and if they are free, would there not 
De a discrimination in theii favor ? 

Dr. Johnson. As was stated this morning, the law leaves to the 
steamship line, as well as to the individual vessel owner, the power to 
make and guote rates. The rates do not have to be pubhshed and 
filed either in the case of the vessel lines or the tramp steamers. They 
will have to be made, if this bill should become a law, in compliance 
with certain general principals and requirements set forth in the act; 
and if the rates are violative of those principles they may, upon com- 
plaint and investigation, be corrected by the shipping board. That 
is what I understand the proposed law to be. 

Mr. Curry. Would we have the authority to regulate the shipping 
rates on this Government-owned BraziHanline uader this law? 

Dr. Johnson. I suppose the Brazihan Hne in taking traffic out of 
New York would have to take it in accordance with the provisions 
of this law. 

Mr. Curry. From Brazil to the United States ? 

Dr. Johnson. No; I said from New York, outboimd. I think we 
might have the theoretical right to fix the rates under which traffic 
shall be brought into this country; but it is probably not a right that 
we could exercise in actual practice. 

Mr. Curry. You thmk then that under this bill, if it becomes a law, 
this board which is proposed to be created would only have the 
authority to regulate export and not import trade ? 

Dr. Johnson. I said as a matter of practical enforcement of the 
law I doubted whether the shipping board could fix the rates from a 
foreign port to the United States. 

Mr. Hadley. Then there could be no such thing as regulation of 
foreign commerce or the deep-sea commerce coming to our ports ? 
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Dr. Johnson. I think that certain practices of steamship companies 
might be regulated, and if there were manifest discriminations as 
between ports I think possibly the shipping board could correct those 
discriminations. But as for saying to the Ham.burg-American Co. 
what rates it shall charge from Hamburg to the United States that is 
a. sovereign power which the United States could hardly exercise in 
practice. 

Mr. CiRRY. I a«rree with vou. 

Dr. Johnson. I say that for the reason that Germany would have 
the same power that we would have and it might weU happen that 
German}^ would hold to be perfectly lawful rates from. Hamburg to 
the United States which our snipping board would hold to be unlawful, 
and there would follow a conflict of sovereignty which might make 
impracticable the enforcement of the provisions of the act. 

Mr. IIadley. The German, French, British, and the Japanese do 
make discriminating rates, even among their own people, and they do 
provide for rebates, and they give a preference to one shipper over 
another at home; and under this l)ill we could not correct that evil. 

Dr. Johnson. I think we could require every line engaged in com- 
merce at an American port, every foreign line a member of a confer- 
once, to file with the snipping board a copy of its conference agree- 
ment. I think we can tnrow light upon practices of the foreign 
steamship companies. 

Mr. Hadley. But not correct them ? 

Dr. Johnson. How far we can go in actual practice I am not pre- 
pared to say. I do think, as I have already stated, that it would not 
be practicable for the United States Government actually to fix the 
rates from foreign ports to the United States. 

Mr. Hadley. Do you think we can go even as far as you suggest 
without changing certain treaties ? 

Dr. Johnson. I am not prepared to answer that, because, candidly, 
I have not examined the treaties with that in view. 

Mr. Hadley. I mean the commercial treaties, of course. 

The Chairman. Dr. Johnson, let me put this case to you: Suppose 
a manufacturer in the United States was submitting a bid on a com- 
modity with the same commodity manufactured in England to a 
purchaser in Buenos Aires. There is a steamship line from England 
to Buenos Aires and a steamship line from the United States to 
Buenos Aires. Now, these are British-owned lines, members of the 
conference, and this line quotes the English bidder a rate, considering 
the distance and the service, that discriminates in favor of the Eng- 
lish manufacturer to the extent that the American bidder can not 
compete with him. Is it your opinion that under the provisions of 
this Dill that line might be compelled to treat the American manu- 
factiurer on equal terms with his foreign competitor or else be subject 
to the fine provided in this bill; or you might go even so far as to sav 
if you discriminate against the American manufacturer we will 
excluae you from our ports? 

Dr. Johnson. As you have stated, I think the American representa- 
tive of that foreign line might be prosecuted under this act for dis- 
crimination against the American importer. 

The Chairman. These are both exporters, one from England to 
South America and one from the United States to South America. 

Dr. Johnson. I beg your pardon, I misunderstood you. 
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The Chairman. All we want is equal treatment. 

Dr. Johnson. Yes. I think the matter of export rates clearly 
can be brought in practice under the act. My answer to Congress- 
man Curry had reference to rates on imports. 

. Mr. Edmonds. You mean then, Doctor, following up Mr. Alex- 
ander's question, that you could take the agent of this English line — 
we will assume it is an English line — running boats from New York 
to South America and from England to South America — that you 
could take him to task for an act committed in England, entirely 
out of th0 supervision of the United States, and it would not lead to 
international complications if you did such a thing? 

The Chairman. I did not say anything of that sort; I do not 
want you to inject that into my question. 

Mr. Edmonds. I want to bring it in because it is necessary, Mr. 
Chairman. 

The Chairman. Oh, no, it is not necessary at all. I am assuming 
now, as a matter of law, that we may compel foreign ships entering 
and trading from American ports, to treat us right, and if they do 
not they can not come to our ports. Will you be able to change that, 
do you think ? 

Mr. Edmonds. I will stojS at that point, then, and I won't say 
'international complications ''; I will say this: Could you take an 
agent in New York to task for an act committed entirely in England 
and under English supervision ? 

The Chairman. It is not entirely in England. That ship comes 
to our port, the vessel comes here, and that contract is carried out 
here. In other words, do you mean to say because a contract is 
made abroad and partly executed in this country, that we have no 
jurisdiction over the contract or its terms, or how it may be enforced ? 

Mr. Edmonds. Mv understandine: is vou are trving to find out 
whether we would have any control over agents in New York on 
account of making a higher rate here than they did over in England 
to South America. 

The Chairman. They might do thaf, and under the provisions of 
the bill you could even go to the extent of excluding them from com- 
ing to an American port. 

Mr. Edmonds. I think you might have that right. The only ques- 
tion I had in mind was wnat it might lead to. 

The Chairman. Yes — I say whether we shall submit to discrimi- 
nations such as that supinely without any effort to correct it. Some 
people might be willing to submit to such discriminations as that, but 
I do hot care to. 

Mr. Curry. I think we have that right, and I hope we will get a 
bill out of here which we can all agree can be enforced. 

I think possibly you may not have understood or I did not under- 
stand the question of the chairman. I understood what the chairman 
intended to ask, or at least what I understood him to ask, was that a 
British line makes a contract to carry goods from liiverpool, we will 
say, to Buenos Aires, and they carry those goods from Liverpool to 
Buenos Aires cheaper than the same line carries similar goods from 
New York to Buenos Aires. Under this biU will we have a right to 
compel that same British line to carry from New York to Buenos Aires 
as cneap as they do from Liverpool to Buenos Aires ? 
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Dr. Johnson. No; we would not have the rit^ht to compel them to 
charge the same rate, but we would have a right to entertain a com- 
plaint against the rate that was quoted from New York and to test the 
reasonableness of that rate on thorough investigation. 

Mr. Curry. Now we are getting at it. Then this board would have 
the right to say to vour line you must carrv the goods at such a rate ? 

Dr. Johnson. Yes; the act gives the Board the power to fix a 
maximum rate for a particular service. 

The Chairman. Equalit}^ of treatment it provides for; that is, 
assuming the distance is the same, the service the same, and the cost 
the same. 

Dr. Johnson. Of course it does not follow that the rate would 
necessarily be the same from New York as from England. 

The Chairman. Oh, no. 

Dr. Johnson. The service might be different. There might be 
difference enough in the two services to warrant a difference in the 
rate. 

Mr. Curry. There is not much difference in the ser^ ice from 
Liverpool to Buenos Aires and from New York to Buenos Aires. 

Mr. RowE. But you think they could make a just rate from New 
York, based on the rate from Liverpool ? 

Dr. Johnson. This law runs upon the principle that rates from 
New York to Buenos Aires and other points shall be reasonable, and 
it gives the shippmg board the power to investigate and determine 
the reasonableness of the actual rates. 

Mr. Hardy. And if the board should find this particular line was 
discriminating against an American port by high freights, unreason- 
ably high, and low freights there, possibly making up on our high 
rates wnat they lost on their low rates, we woula have a right to 
forbid that practice and to stop it, even by refusing the vessel the 
right of clearance from our port ? Would that be your idea ? 

Dr. Johnson. My idea would be that if it were shown that the 
services from Liverpool and from New York to Buenos Aires were 
substantially the same, and if it were shown that the rates quoted from 
Liverpool were much lower than the rates quoted from New York, 
that would be very strong evidence against the reasonableness of the 
rates from New York, and the shipping board would probably be 
disposed to place as the maximum from New York the prevailing 
rates from Liverpool. I would assume that that would be their line 
of reasoning in a concrete case. 

Mr. Hardy. As to the question about the power of our" shipping 
board or of our Government: Have not we the right, both legally and 
treaty rights, to prescribe the conditions and terms on which any 
vessel, either ours or a foreign vessel, provided we make them the 
same, may enter and clear at our ports ? 

Dr. Johnson. We can go to the extent of actual embargo. 

Mr. Hardy. And so long as we made no distinction in favor of our 
ships, is there any treaty we would be violating if we imposed like 
conditions on both ships ? 

Dr. Johnson. My answer to Congressman Curry a few moments ago 
was that I have not examined our commercial treaties with this act m 
mind, and would prefer not to testify on their relation to this act. 

Mr. Hadley. In view of your testimony, so far as you are advised, 
do you not think it is a very material question that this board should 
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determine whether the commercial treaties were being impaired or 
contravened by this act before attempting to pass it? 

Dr. Johnson. I had assumed this committee in working out a bill 
had considered that pertinent question and I have not thought it 
necessary to go into it myself. 

The Chairmaj^. It has been before the country for two years past 
and nobody has even suggested it. 

Mr. Hadley. I confess 1 have not been a Member of Congress very 
lorig, but the matter has not been under consideration before this com- 
mittee since I have been a Member of Congress. 

The Chairman. When I say this bill has been before the country, 
I mean the commercial bodies in this country; and that question 
has never been raised, that it would violate any treaties. 

Mr. Curry. If necessary, this bill could contain a section authoriz- 
ing a readjustment of those treaties. 

The Chairman. Oh, yes. I say where there is equality of treatment 
it would not violate any treaty. If we were to discriminate in favor 
of American ships, then I could readily understand why it might 
violate some of our commercial treaties. 

Mr. Saunders. I think we would. 

Mr. Curry. I have a concrete case that was developed before this 
committee some days ago. There was a representative of a steel 
works from Birmingnam, Ala., before the committee who stated they 
were the lowest bidders in a contract for delivering steel to some 
place in Chile. The next lowest bidder, I believe, was a British firm. 
But the British firm got the contract after a ffreat deal of backing 
and filling, because the Birmingham firm could not get the rates, 
they could not get as good rates Irom Alabama, through the canal to 
Chile, as the British firm could, I think, from Birmingham, England, 
to Chile. That was a clear case of discrimination in rates, where a 
big contract amounting to several hundred thousand doUars, if not 
millions of dollars, was lost to this country. 

It seems to me, if it is possible, that this condition ought to be 
rectified. Whether it can be done or not under international law 
I do not know. 

Dr. Johnson. At least, you would probably feel it might be wise 
to have some public authority look into the question to determine 
whether there had been an unfair discrimination against the American 
exporter or not ? 

Mr. Curry. This bill, I think, will contain a section creating a 
shipping board with authority to look into those conditions. It 
ought to. 

Mr. Saunders. In that connection, Doctor, I would like to point 
out that that presents a situation that conceivably could not be 
reached by this board at all. The English exporter might very well 
have gotten better rates from England to this point in Chile than the 
American exporter got without having gotten them as the result of 
an unfair discrimination of any particular line. If that was so, of 
course that would present a situation that under this section could 
not be reached. 

Dr. Johnson. I do not think Congressman Curry intended to sug- 
gest that the existence of a shipping board would necessarily guar- 
antee to us as many ships out of American ports as there are out of 



REGULATORY FEATURES OF SHIPPING BILL. 27 

English ports and rates that prevail as low from the United States 
as prevail from any other country. 

Mr. Saunders. No. I was just calling attention to the limitations 
in that section. I was trying to point out that a situation which 
would create a hardship, you might say, on our American exporter 
did not necessarily present a situation that would he reached by 
this section. There would have to be some discrimination in there 
on the part of the line going out of our ports. 

Mr. Hardy. It occurred to me while we were discussing this that 
one of the very functions of this board would be to make a full 
investigation of our rights and the best possible means of ascertaining 
them and correcting the evils — that that would be one of its useful 
functions. And along that line there was a proposition to insert a 
paragraph giving them full power of investigation. 

Mr. (jREENE. And to hold up the cargo in the meantime? 

The Chairman. Oh, no. 

Mr. Edmonds. I am glad Judge Hardy is getting over to my idea. 
I said to stop at section 3 and then let the board suggest the regula- 
tions. Now, the judge is getting over my way. 

Mr. Hardy. If the genWeman thinks we are getting together, I 
hope we are. I want to do something while we wait. 

Mr. Edmonds. In the first paragraph, section 4, I would be glad 
to have you tell me what effect that would have on regular lines and 
also on tramp steamers. 

Dr. Johnson. The section to which you refer provides that it 
shall be imlawful for any common carrier by water, or other person 
subject to the act, either directly or indirectly, to charge, demand, 
collect, or receive from any person or persons by any special rate, 
rebate, drawback, or other device a greater or less compensation for 
any service rendered or to be rendered in the transportation of pas- 
sengers or property subject to the provisions of this act than it 
charges, demands, collects, or receives from any other person or 
persons for doing for him or them a like service in the transportation of 
a like kind of traffic under substantially similar circumstances and 
conditions. That is the clause to which you refer? 

Mr. Edmonds. That is the clause to which I refer. The balance 
of it does not affect it. 

Dr. Johnson. To attack a big question by piecemeal I would 
suppose that it prohibited a rebate or a drawback on a rate. I think 
that would be an absolute prohibition. 

Mr. Edmonds. Yes. 

Dr. Johnson. Now, a prohibition also runs against any special rate, 
which is, of course, the crux of the question as far as rate making is 
concerned by line steamers and by tramp steamers. If a different 
rate is given to one shipper than is given to another for the transpor- 
tation of a like kind of property, and it is done lawfully after this 
becomes a law, there must be substantially dissimiliar circumstances 
and conditions surrounding the two services. Now, to what extent 
dissimilar circumstances and conditions prevail at the beginning of 
the lading of a vessel and at the end of the lading of a vessel that is 
on the berth, for instance, is a question which 1 would not like to 
determine at the present time. In other w^ords, a board might pos- 
sibly hold that the owner of an individual vessel that is on a berth 
seeKing cargo might be justified in making a slightly different rate 
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for two different shippers on the same article, provided one shipper 
ships in a very large quantity and another in a small quantity. 
There might, possibly, to take an extreme case which would, 
perhaps, be the most difficult case to arise, be justifying circum- 
stances and conditions warranting different rates to different 
shippers on the same steamer. I do not say that there would, 
but there might be. I doubt whether the canon reasonableness 
that would require exactly the same rate for every shipper of 
the same kind of a commodity on a tramp steamer. The line 
usually has established rates on the line vessel. - Any deviation 
from that by a line would probably constitute a special rate coming 
under the prohibition of the law. That I would be fairly clear about. 
But whether the provision of the law would impose absolutely the 
same rate upon all shippers by a vessel upon the berth, I would 
somewhat question. It would depend, I think, upon the decision 
which an intelligent board might reach after looking into the ques- 
tion. 

Mr. Edmonds. Suppose I had two steamers in Philadelphia and 
they were both 5,000-ton boats, both owned by mjrself. I load one 
of those with 5,000 tons of coal to go to Brazil, we will say. A couple 
of davs after that a man comes along, another shipper, and says, 
''I will take that other boat of yours; what are vou going to do with 
it." ''I am going to load it with ballast," I will say, ''and send her 
over to Spain; I haven't got a cargo here for it," or I am going to 
.send it somewhere else. ''Say, now; you look here; if you will take 
another 5,000 tons of coal for Brazil," at a rate, we will say, of 25 cents 
a ton less than I am getting on the other steamer, ''I can get that 
cargo for you." The natural supposition would be I would take 
that cargo, lacking cargo for my boat. I would then be making a 
special rate to the second shipper for exactly the same service. 

Dr. Johnson. I am not sure you would be making that second 
rate under circumstances and conditions exactly similar to those that 
prevailed when you were making the first rate. 

Mr. Edmonds. Would not that lead to a whole lot of legal com- 
plications, complaints before the board, and hearings that would never 
be finished; and would not the shippers be coming down here to 
Washington time after time and time after time to appear at these 
hearings ? 

Dr. Johnson. I do not know how that would work. 

Mr. Edmonds. You know yourseff — you are a member of the 
Maritime Exchange of Philadelphia, and you know exactly what 
would happen; and so do I. 

Dr. Johnson. I do know that the most troublesome clause for- 
merly in the interstate commerce act was the clause *^ under substan-. 
tially similar circumstances and conditions"; and I do know that the 
flexibility of conditions of rate regulation in England grows out of that 
very phrase ''under substantially similar circumstances and condi- 
tions." 

But in answer to your first question, I do believe that that phrase 
gives flexibility enough to the statute to obviate the necessity of 
quoting every shipper the same rate for the shipment of like kinds of 
commodities. 

Mr. Edmonds. You would approve then of keeping that in this bill 
at the present time ? 
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Dr. Johnson. I would keep it in and try it out until I found out 
how the thing worked. And then if experience seemed to suggest 
modifications of it, I would modify it. 

Mr. KowE. Don't you think that this law as you have it drawn 
here, at least for the first two or three years, would work 

Dr. Johnson. I did not draw it. 

Mr. RowE. As it is drawn here — ^no; I know you did not; pardon 
me — ^wiU work a hardship more on our domestic ships sailing under 
our American flag than under foreign flags; for instance, ship com- 
panies doing business between the l^ited States and South America. 

Dr. Johnson. I know what you mean. But on the whole, as I said 
in answer to Mr. Greene's question that was asked before luncheon, 
I think that the American steamship line and the American ship in 
the future will have a better opportunity if this act is passed than it 
will have if it is not passea. 

Mr. RowE. That is your belief under this act? 

Dr. Johnson. Yes; that is. I recognize that regulation involves 
more or less limitation of action; that is the essence of regulation, of 
course. And from time to time that limitation upon individual 
action may be a hindrance to the development of the export and 
import business ; but the total effect, I think, of such a measure as 
this would be to give a fairer field and larger opportunity to the 
American shipper. 

Mr. RowE. Just one other question: Has it not occurred to you in 
reading over and studying this bill that the operator of the tramp 
steamer will have an advantage over the regular lines ? 

Dr. Johnson. Yes; I think he is less restrained by the act than the 
regular lines. 

The Chairman. He is under existing conditions, is he not ? 

Dr. Johnson. Oh, yes; he has no restraint whatever now, does he? 

Mr. RowE. Under the new conditions he would have very much 
less than the regular lines. You can get at the regular lines, in other 
words, and regmate them; but it is very hard to regulate a tramp. 

Dr. Johnson. You see, this law deals first with the general condi- 
tions of competition and second and most specifically with conference 
agreements and the lines that are members of the conference. So that 
the law proceeds some distance in the regulation of lines before tramps 
are reached at all. Do I make my point clear ? 

Mr. RowE. Yes; I think you do. Now, would tramps, in your judg- 
ment, come under control like tramps started out oy English and 
German lines combined, as they were before the war, to break up a 
trade ? 

Dr. Johnson. The law prohibits fighting ships. 

Mr. RowE. Fighting ships, not tramps? 

Dr. Johnson. It prohibits unreasonable discriminations; it pro- 
hibits secret rebates; it prohibits a whole lot of things. And the pro- 
hibition runs just as much against the foreign-owned vessels as it is 
against the American-owned vessels. 

Mr. RowE. You know in some of the English boats they incorporate 
every boat of any size into a separate company. Suppose that follows 
in the United States as it does in Englina, how are you going to con- 
trol them by your board ? 

Dr. Johnson. I do not see, offhand, Mr. Rowe, how incorporation 
aflfects the situation. The law would reach the boat owned by indi- 
vidual persons just as much as by a corporation. 
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Mr. RowE. Yes; but then it would only act each time in reference 
to the individual boat, would it not 

Dr. Johnson. Yes; I said that. 

Mr. RowE. Instead of the line? As long as 20 boats are con- 
trolled by one line, then you can have your effect; but when you get 
down to 20 different companies 

Dr. Johnson. If those 20 different companies operated their ves- 
sels under a common management, over a definite hne with fixed 
sailings and all that, it would become a line service, I would say, sub- 
ject to the provisions of this act just as much as it would be ii there 
were not 20 different ownerships. Of course, I do not pretend to 
spedk on that point after any mature reflection, because it is a new 
point to me; but offhand, I do not see that that would affect the 
situation. 

Mr. RowE. But you just said a few minutes ago — and that is what 
brought that idea out — that your decision would affect the individual 
company rather than affect the trade from your port. 

The Chairman. No; he said ''as well.'' 

Mr. RowE. I understood him to say it would affect the individual 
company; that the proceedings of the board would be against that 
company, not against the trade from that port and other companies 
tradmg from that port. 

Dr. Johnson. No; I was merely stating the question of law. The 
order of a commission, as well as of a court, runs against the parties 
in the case. That is aU I meant by that statement. The order that 
may run whoUv against me would apply to me and to the act that I 
committed. Congressman Edmonds has not been covered by that 
order necessarily, although he would probably, in view of the order 
against me, not do this very same thing I have done. 

Mr. RowE. In proceedings under this bill you can bring in all other 
people carrying on the same trade, if you wished ? 

Dr. Johnson. They could substantially be brought in. The order 
would not run against him; it would only run against the parties 
at issue in the case. 

Mr. Hardy. Along that line, to begin with, my understanding of 
the custom of incorporating the separate boats is a sort of a special 
American practice. 

Mr. RowE. Oh, no; it is an EngUsh custom more especially. We 
are adopting it now. 

Mr. Hardy. It is very especially so here in order to avoid Uabihty. 
But leaving that question out, if it were apparent the one manage- 
ment controlled 20 different boats each separatelv incorporated, 
acting together, does it not occur to you that it would be within the 
province of the court trying that question to hold that method is 
simply evasive of this law and enter its order against that whole 
management ? 

Dr. Johnson. The line itself can be made a party respondent and 
it would run against the whole hne. 

Mr. Hardy. Including the whole of the ships under that control? 

Dr. Johnson. I would assume that. 

Mr. Hardy. That is what seems to me to be the case. 

Dr. Johnson. I perhaps did not understand your question. 

Mr. RowE. I am just asking for information. 

Dr. Johnson. I did not understand your question. 



REGULATORY FEATURES OF SHIPPING BILL. 31 

Mr. Hardy. I would like to follow that idea out, because it seemed 
to me a new one when you suggested it, biit it seems to me if one 
company adopted the rule of incorporating ships separately in order 
not to have the ships excluded from our ports because of the manner 
in which they were operating, the court would investigate and go 
into that question. 

Mr. Saunders. I would like to ask two or three questions along the 
line Mr. Edmonds was pursuing a moment ago. Take the case he 
suggested of the two tramp ships owned by one man; the first ship 
loads coal for a -South American port at a certain rate; and, under 
the conditions that he suggested, the second ship loads coal for the 
same port at a lower rate. Now, just asking for your interpretation 
of the law and not what some future board may interpret it to mean — 
because of course we can not fix that — but looking at the bill as you 
see it, don't you think there is enough authority given in the bill — 
you are interpreting it — to allow you to hold under the conditions 
stated by Mr. Edmonds those two ships could be lawfully allowed 
to carry the coal at the different rates suggested ? 

Dr. Johnson. That was my answer or the sense of it. 

Mr. Saunders. I say would not you interpret the bill as giving you 
sufficient authority for that ruling ? 

Di. Johnson. I was rather guarded, but that was essentially my 
answer to Mr. Edmonds. 

Mr. Saunders. Such a ruling as that would be in the interest of 
trade and commerce, would it not? 

Ur. Johnson. Yes, if the courts upheld it. 

Mr. Saunders. I mean now in your judgment, don't you think 
that ruling would be in the interests of fair dealing and of trade and 
commerce ? 

Dr. Johnson. Oh, yes. I would not be disposed to put a straight 
jacket upon the foreign trade of the United States. 

Mr. Saunders. Then, as a conclusion from all that, is it not fair 
for us to presume that a board of such a personnel as we contemplate 
this board would be would make such a ruling, upon such a set of 
facts as I have suggested, as, you have indicated you would make ? 
In other words, a ruling that would promote American trade and 
American interests ? 

Dr. Johnson. I will let the chairman answer that question, if 
I may. 

Mr. Saunders. I think any of us might answer that; but don't you 
think it would be fair to assume that such a board as I have indicated 
would make such a ruling, and that it would be in conformity with 
what you say is. the authority given in the law and would be in con- 
formity, also, with what you say would be in the interest of American 
trade and American commerce § 

Dr. Johnson. I would say any board would be disposed to inter- 
pret the law with a view to promoting rather than hindering the 
foreign trade of the United States. 

Mr. Saunders. In other words, trying to promote our interests 
rather than hampering and crippling them, since this bUl is ostensibly 
and actually designed to promote these interests, that it would be 
given an interpretation that would carry it out and give it effect 
along those lines ? 

Mr. Edmonds. I would like to say, Judge Saunders, that if that 
interpretation is correct, there would be no difficulty for any tramp 
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to make any rate which it chose to make simply by saying he can not 
get any commerce at the other rate. 

Mr. Saunders. He can not make a fictitious reason. A man can 
not impose on a tribunal in any such way as that; you would soon get 
hauled up if you came into court with a fictitious excuse. 

Mr. Edmonds. I would Hke to ask Dr. Johnson a question on 
another line. I beUeve you studied the Pacific conditions pretty 
well when you were at Panama, did you not ? 

Dr. Johnson. I have made some study of Panama matters; yos. 

Mr. Edmonds. The Japanese line is siibsidized to about the extent 
of 5 per cent on its capital, I believe — the line running to San Fran- 
cisco — and a line competing with it would not be subsidized. You 
would not be able to make a freight rate on the American line less 
than you would on the Japanese Imc, and the Japanese line can run 
for cost and still make 6 per cent on its capital. How is this going 
to aid in building up these two competing lines by rate supervision ? 

Dr. Johnson. I do not think that this bill would much change the 
present situation. Of course, as you say, the Japanese Unes now are 
subsidized and the American lines are not. That is a situation which 
this bill does not reach at all. I do not know that those who drafted 
the bill thought that it would reach that condition. Does my answer 
seem evasive? 

Mr. Edmonds. You said this would build up a merchant marine, 
and I am trying to find out how it would do it. 

Dr. Johnson. I am not testifying here as to what has been claimed 
for it; but my testimony this morningwas that the bill was framed 
in accordance with right principles. That is, I made an argument 
in support of regulation and took the position that this bill was 
drafted according to right principles. I do not want to be drawn into 
this larger question of how we should aid the American marine, 
because that is not really before the committee, as I understand, at 
the present time. 

Mr. Edmonds. Yes; but you made the statement a few minutes 
ago, since I have been here, that you thought if this was put into 
operation, it would build up our merchant marine. I am trying to 
find out how it would. 

Dr. Johnson. No; I think the conditions would be better with it 
than they would if it were not enacted; that is what I intended to say. 

Mr. Edmonds. It may be you said that. I thought your answer 
to Mr. Curry's question was that this was going to make a better 
condition of affairs for the American merchant marine. 

Dr. Johnson. Yes ; that is what I intended to say. 

Mr. Hadley. Under the terms of this bill as you have interpreted 
it, I would hke to know how an American line out of Seattle or Puget 
Sound ports is going to undertake to compete from Hongkong with 
a British line from Hongkong to Vancouver, British Columbia, meet- 
ing the railroad terminds ? 

Dr. Johnson. That again is a situation, as I said just now to 
Mr. Edmonds, that is reached by this bill, is it not ? 

Mr. Hadley. I ask you if you interpret this that the American 
fine is to be subject to the regulation of this board. 

Mr. Johnson. It should be subject. 

Mr. Hadley. If we can reach out and regulate the British line 
that does not touch our ports at all, all right; but I understood you 
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to concede and everybody to concede that it can not be done. Now, 
that Hne comes into direct competition with us because the moment 
it strikes the American seaboard at Vancouver, the terminal of the 
Canadian line, of course it has immediate access through our ports 
by rail and there would be no way on earth of controlling it, 
I am getting at the condition we would be in on the Pacific coast 
under the operation of thi^ bill. 

Dr. Johnson. Would not the scope of that competition affect any 
decision as to reasonableness of the rates from Seattle? The ques- 
tion that would arise would be as to the reasonableness of the rate 
from Seattle to Yokohama, we will say, and if the reasonableness of 
the rate was questioned, would not any board in determining the 
question before it take into consideration all of the conditions of 
competition which had to be met in the making of that rate? Is 
that not so ? 

Mr. Hadley. I am asking your view of it. I can see that there is 
force in that and that there are other lines that will compete with the 
Puget Sound liiie I referred to, and there will be complications between 
those lines; and when you come to regulate between a foreign line and 
an American line at any Puget Sound ports you have also to take into 
consideration other circumstances, such as competition between Amer- 
ican lines; and if one line can not make any discrimination at all as 
against another one, then I d% not see how you can take advantage bt 
the similar circumstances and conditions under this bill, with the 
British or foreign line competing iA a British port and thence railroad 
into our country the products of foreign countries. 

Dr. Johnson. The Interstate Commerce Commission in many cases 
has justified lower rates for services performed under exacting condi- 
tions of competition than it justified lor another service without those 
conditions oi competi^.ion. And I would think that that broad prin- 
ciple would apply in passing upon the reasonableness of the rate irom 
Seattle. It might be that Seattle because of its location, close to the 
Canadian border, would be entitled to a lower trans-Pacific rate than 
San Francisco. 

Mr. Edmonds. It is the same as the AUan Line steamers from Mon- 
treal and Nova Scotia to England. 

Mi*. Cukky. I would like to know what would happen to San Fran- 
cisco then ? 

Mr. Hadley. That is what I had in mind in asking the question: 
and while this may seem to be afield, I do not think it is at all. I 
think it is immediately in point. I simply want to get your view, 
I have not a weU thought-out view of this myself. It is a matter of 
new consideration and I want your view while you are here, and then 
I will ^ive it my own consideration. 

Dr. Johnson. I do not think regulation means a level rate among 
all Pacific ports on export traffic nor level rates on export traffic to 
Europe from all the several Atlantic ports. The reasonableness of the 
rate is determined by aU the conditions which surround the service 
and the rate. 

Mr. Cubby. Would not the reasonableness of the rate apply only 
to a single ship that was carrying the goods, or would it apply to a 
line or to a class of ships ? 

385S4^16 3 
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Dr. Johnson. I think under this act that any one of those questions 
could be brought forward on complaint; that is, a rate on the specific 
article, a rate on the particular vessel, or a particular schedule of Hne 
rates. I think they could all be subject to investigation and deter- 
mination under this act. 

Mr. Cubby. I am interested in knowing who would have the right 
to make a complaint. Would any one except a party at interest, 
such as the shipowners, the shippers or the importers ? 

Dr. Johnson. The bill is indefinite there. It does not state who 
may be complainant. Perhaps that is a point to be considered. 

Mr. Cubby. Of course the ship ought not to be subject to be held 
up and tied up by a trouble maker who has no financial interest, 
directly or indirectly. 

Dr. Johnson. As I read the bill, there is nothing in the bill which 
states who may enter a complaint. 

Mr. Gbeene. The point you seem to make — I do not know that I 
am correct on it — is tnis: You talk about the reasonableness of a rate, 
as to whether it is too low or too high. An American owning a ship 
getting no assistance from the Government and coming in competi- 
tion with others that have assistance from their Government, could 
not afford to make a very low rate unless he ran his business for 
nothing or run his vessel at a loss. He could not afford to name a 
lower rate and continue in business; he would have to name a higher 
rate. He would be discriminated against by reason of somebody else, 
some foreign Une, runnirg near Seattle or in that region — -ruget 
Sound — ^by those vessels which are subsidized, Uke the Japanese or 
the EngUsh Government, or a preferential rate of the English Govern- 
ment, running also the Canadian Pacific Line. It seems to me he is 
at a direct disadvantage under this bill by being regulated by the 
United States; it seems to me clear he would be at a disadvantage. 

Dr. Johnson. Let me suggest, Mr. Greene, that discriminations 
are of two kinds, reasonable and unreasonable. A discrimination of 
itself is not necessarily an unlawful act. If a carrier charges a higher 
rate, an American carrier, than a Japanese competitor charges, and 
can show that his costs of service are higher, can show that the 
Japanese Line receives a subsidy and he does not, he may be able to 
justify locally a higher rate; that is, he may justify a lawiful discrimi- 
nation. 

Mr. Greene. Oh, I do not question but what he can justify it, but 
my question is he would not get the business; he would be starved to 
death. 

The Chaibman. That would not be the fault of this law, but be- 
cause the other feUow performs the same service for less money. 

Mr. Greene. No, it is because we do not make any provision for 
him to give the man a chance to compete; you have tne law so tight 
the man can not get any chance to compete. If you put a subsidy in 
your bill, then you wiU have something to do it with. That is really 
what ought to go into the bill. 

The Chairman. I want to say to you, Brother Greene, it may 
possibly be that ultimately we will have that to do. 

Mr. Greene. But I do not want you to strangle every shipper 
before that is done. 

The Chairman. I do not want anything Uke that unless we have 
this law on the statute books first. 
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Mr. Greene. I want to keep this law oflF, because I think it would 
strangle them to start with. 

The Chairman. Oh, yes; you would like to subsidize the lines and 
give them a free hand to exploit the trade. I do not want to do 
that. I want to regulate them jfirst. 

Mr. Greene. I want to regulate them. 
. The Chairman. I have some regard for the consumer. 

Mr. Greene. I have, too. 

Mr. Saunders. You have read this bill with reference to the proposed 
control over the interstate water carriers. Does it occur to you that 
there is anything in the provisions of the bill that is intended unrea- 
sonably to oppress or harass that traffic ? 

Dr. Johnson. No; I do not see anything in the bill that will put 
any handicap upon the commerce by water in interstate traffic. 

Mr. Saunders. I beheve rate regulation of the railroads through 
the medium of the Interstate Commerce Commission is fuUy justified 
to-day by pubUc opinion, is it not ? Can we not say that that is so ? 

Dr. Johnson. I believe so. 1 would like to make just a brief state- 
ment in this connection 

Mr. Saunders. I just want to finish out what I was going to say, 

that if there is any sufficient reason justifyii^ the regulation of rates 

of the railroads by the Interstate Commerce Commission, is there any 

objection to conferring upon some like tribunal a control and juris- 

• diction over the water-borne traffic in interstate traffic ? 

Dr. Johnson. In general answer to that question, I think the 
interstate-commerce act has justified itself, and I do not think that 
even the carriers themselves would care to go back to the conditions 
of 1887. 

Mr. Saunders. That is what I was seeking to develop. 

Mr. Greene. Is there not a vast difference between water and 
land transportation ? 

Dr. Johnson. I was just going to make a brief statement in this 
connection. I do not think it would have been wise for this com- 
mittee to have subjected the carriers by water to the same kind of 
regulation to which we now subject carriers by rail; and the bill, if 
it proposed to subject carriers by water to the same kind of regulation 
that the railroads are now subjected to, would not meet with my 
approval. But what is proposed is something very different. The 
carrier by rail must publish and file every rate he charges on inter- 
state traffic with the Interstate Commerce Commission; and in prac- 
tically every State he must file with the State authority his intrastate 
rates. He can not charge any other rates; he can not change them 
except upon 30 days^ notice. The rates are established oy law, 
practically. 

I do not think it would be practicable to conduct the water trans- 

I)ortation, ocean transportation, under such restrictions. This bill 
eaves it to the steamship line to work out its rates, which it does 
not have fo print, even if it does not choose to^ certainly it does not 
have to file them. The owner of a vessel seekmg traffic makes such 
rates as he feels that he can afford. There is no requirement that he 
has to notify anybody about it, except the party wno is interested in 
it. The only rates tnat are required to be filed are those applying on 
a joint shipment over two or more connecting water fines. With that 
freedom of rate making and the abiUty to change the rates hourly, 
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if necessary, subject only to very broad requirements that the rates 
shall conform to the standarcl of reasonableness set down in the act, 
I beheve it is possible for the ocean carrier to go ahead and conduct 
the business without the degi'ee of limitation that would be really 
restrictive in a business sense. 

That was the general statement I wanted to make. 

Mr. Saunders. My question, which vou have answered, was deal- 
ing solely with the authority proposed to be conferred by this bill 
upon the board. There was nothing in my question that suggested 
that we should give to this board the same authority over interstate 
water traffic as is given to the Interstate Commerce Commission over 
railroad rates. I asked, in substance, having in mind that that 
commission had justified itself, if there was any reason why we 
should not give such a control as was contemplated in this bill to a 
like tribunal or board. 

Dr. Johnson. My answer to that is that there is no reason as I 
stated this morning. The business of transportation upon the ocean 
is a busniess of a pubUc nature. It ougnt not to oe conducted 
secretly; it ought to be conducted under conditions known to the 
Government and under conditions that enable the Government to 
correct unfair practices. In other words, it is not a purely private 
business; it 'is a business of a pubHc nature that ought to be sub- 
jected to that degree of publicity and Government regulation that 
corresponds with the nature of the business. 

Mr. Saunders. And I behove you assented to the proposition that 
there is nothing in this bill, so far as you have exammed in the pow- 
ers given to this board over the present interstate commerce water 
earners that is calculated to oppress or depress or in a general way 
to operate prejuditially against the business of such carriers. 

Dr. Johnson. I do not think so. 

Mr. Saunders. If there is^ we would hke to have you point it out. 

Dr. Johnson. I do not think sq. Judge Saunders. 

Mr. Hadley. In the statement this morning, if I remember your 
analysis of the biU — I did not hear all of the statement — in the do- 
mestic trade the board, under its corrective power would have the 
power and authority to fix a rate irrespective of any maximum 
would it not in the coastwise trade ? 

Dr. Johnson. Perhaps I do not understand you. It has the 
power to fix the maximum rate. 

Mr. Hadley. I thought that was in the case of the foreign trade. 

Dr. Johnson. That applies to both kinds. 

Mr. Hadley. It does? There is a limitation iipon the domestic 
trade that does not exist in the foreign trade, if 1 understand your 
analysis this morning. I would like to have you restate that, 
because I am not sure i got your idea. 

Dr. Johnson. The additional limitation upon domestic commerce, 
that is, carriers by water — in interstate commerce^ — ^is that they shall 
file with the boa:*d and keep open to public inspection the rates be- 
tween points on their own route and points on a connecting route of a 
carrier by water. 

Mr. Hardy. What line is that you are reading from ? 

Dr. Johnson. Lines 5 to 12, page 11. 

Mr, Curry. But in that case there would practically be a fixing of 
rates where there are two boat lines that perform a service; because 
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if they do not file their joint rates, each separate company has got to 
file its rates, according to line 13. 

Dr. Johnson. It might work out that way. I assume that the 
purpose of those who (£af ted that part of the bill must have been to 
guarantee to tlie shipper a through service and a through rate with 
the accompanying bills of lading, so that a man who wants to ship to 
a distant point which he can reach by two connecting water Unes, 
can compel those two connecting lines to take that through traffic 
and to give him a through bill of lading. If the boat lines do 
not estaolish a joint route, the board can establish a joint route, 
but they need not establish a joint rate. Ths board can require 
the carriers to file with it the rates that they severally charge, their 
two local rates, and of course the board can pass upon the reason- 
ableness of those two local rates. It was found necessary in the his- 
tory of the interstate commerce act to grant authority to the Inter- 
state Commerce Commission to establish through routes and through 
rates in order to secure to the shippers the through service which the 
traffic required. That was provided by the act of 1906, the Hepburn 
act, as regards through routes by rail ; and by section 1 1 of the Panama 
act of August 24, 1912, which gives the commission the power to es- 
tablish a through route by rail, and a connecting water hne and also 
gives the commission the power to order a physical connection be- 
tween the rail and the water carriers. I am inclined to think if I had 
been drafting the particular section we now have under consideration, 
that I would have put in a little more and have required the initial 
carrier to provide through billing. 

Mr, RowE. Instead of compelling the separate companies to file 
rates? 

Dr. Johnson. I would not have disturbed that; I think that is 
logical. 

Mr. RowE. That in most cases would make known to everybody 
the rates. For instance, the boat line on the Erie Canal bringing 
goods down to New York and transferring to the ship line to Savan- 
nah, Ga. 

Dr. Johnson. Yes. 

Mr. RowE. Both companies, in case they did not file a joint rate, 
would have to file their rates for that transportation ? 

Dr. Johnson. Yes. Is there anv objection to that ? 

Mr. RowE. I thought you said the theory of this bill was not to fix 
rates; not to make them absolute. 

Dr. Johnson. Even in that case the requirement is that those who 
fix the rates shall file them; that is, the companies who make the rates 
shall file them with the board. 

The Chairman. It does not say that the board shall fix the rates 
for them; they fix them themselves. 

Mr. RowE. It does, if they do not do it. These several carriers in 
such through routes shall file the separately established rates. Now, 
in that case, you can order them to file the rates. 

Mr. Curry. That is the same as the Interstate Commerce Commis- 
sion, and yet practically the Interstate Commerce Commission fixes 
the rates. 

Mr. Hadley. There is a section in this bill that provides for the 
correction of rates where there is discrimination, and that amounts 
to the fixing of rates indirectly. 
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Dr. Johnson. Yes. 

Mr. Hadley. That is a distinction without a difference. They fix 
t'le rates upon a complaint and correction — the authority exists to fix 
a rate. It does not matter wnether they fix the rate in the first 
instance or fix it by correction. 

The Chairman. Are you in favor of discriminations ? 

Mr. Hadley. No. 

The Chairman. Then, this would result in a remedy by having 
the board fix the rates. 

Mr. Hadley. I am not discussing the merits of the question. 

Mr. RowE. We are trying to get at what the effect will be. 

The Chairman. If the effect is to avoid discrimination and the 
rate is a reasonable one, I suppose everybody would be happy. 

Mr. Hadley. I am in favor of preventing discriminations if it is 
bad and would strangle anybody, but that is another question. 

Dr. Johnson. May I add to the answer I gave a moment ago ? It 
seems to me there is, in effect, a very substantial difference between 
the power to revise and the power to prescribe. If you leave to the 
carrier the initiation of rates and vest in the public authority the 
power only to correct such particular rates as are found, upon com- 
plaint and investigation, to be erroneous, it seems to me you are 
giving the Government a very much narrower range of powers than 
you are if you give them the power of prescribing rates generally. 

Mr. Hadley. It has not tne initial power, but simply depends 
upon the initiation of somebody else. 

Dr. Johnson. Under this bill the carrier not oaly has the powei? 
to make the rate, but it does not have to publish or file it. • The 
Government comes into the matter only when a particular rate is 
complained of or when the Government discovers an unreasonable 
practice through investigation which it initiates. 

Mr. Curry. The interstate water commerce of California is super- 
vised by the public service commission out there, and it works very 
well. 

Mr. Edmonds. I do not find much fault with the interstate com- 
merce. It is easier to hajidle interstate commerce. 

Mr. Hardy. I do not know that I undorstj^nd you, but it seems to 
me section 6 does require interstate commerce water carriers to file 
their rates. 

Mr. Rowe. That is the very one we are talking about, on page 11. 

Mr. Hardy. Yes; page 11, from line 5 down- — every common car- 
rier by water in interstate commerce shell file with the board; that is, 
in the interstate (ommerce. I perhaps did not understand you. 

Dr. Johnson. I have wrestled with that a long time. Judge Hardy; 
but if you will go to line 9 you will f nd that it S9ys, referring to rates: 
'* between different points on its own route and points on the route of 
any other carrier by wt.ter.'' It is between points and points — 
points on one route and points on a connecting water carrier. So it 
IS interline traffic. 

Mr. Hardy. I think your interpretiition' — it is at least difterent 
from mine. I think that means it shall not only tile its rates between 
points on its owji route, but also its rates between points on its own 
route and points on the other line. 

Er. Johnson. Xo; I do not so rerd it. 
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Mr. Hardy. If you will go down there to the lower part of it, you 
will find '^ no increase sha-ll be mr de by such carrier in the rates, fares, 
and charges, or joint rates, fares, and charges which have been filed. ^' 
So that it files its rates, f r res, and charges on its own lines, as well as 
joint rates, feres, and charges. 

Dr. Johnson. No; but you stop in line 17 with the word ''filed/' 
which word is modified by the following ] hri so: '^ in compliance with 
the requirements of this section.'' 

Mr. Hardy. Certainly. 

Dr. Johnson. And as I read this section, or this paragraph in this 
section, the rates in question are interline rates between points on one 
route and points on a connecting route, both water routes. 

Mr. Hardy. It seems to me reading from line 5, that that is the 
intention of the committee, to require these water carriers in inter- 
state commerce to file their rates, charges, and fares, and also where 
they have a joint rate to file that. And then if they want to increase 
those rates and fares, even On their individual lines, or their joint 
rates, it does not take effect until approved. 

Mr. Burke. I think if you will turn to line 11, the words "if no 
joint rate over the through route has been established" prove that 
the words "from different points on its own route" mean there 
might be a half a dozen points from which it would ship over a 
through route onto another. That clearly proves that they are not 
required to file their rates from one point on their own line to another 
point on their own line — different points in their own line. There 
may be a dozen different shipping points on a railway, and a dozen 
dtfiferent shipping points on the connecting line. I think if you put 
the two phrases together, it means just what the professor says. 

Mr. Saunders. Section 13 appUes to separate rates, etc., applied 
to through transportation. 

Mr. Burke. Yes; take the two in connection. 

Mr. Saunders. I think Prof. Johnson's interpretation of that is 
right. 

The Chairman. Is there anything else from Dr. Johnson ? 

Mr. Curry. I have just one question more I would Uke to ask in 
this connection, so as to have it complete. I do not know whether 
this bUl would stop the different lines from dividing a territory 
among themselves. If it -does not, it ought to. There is a custom 
in some of the interstate commerce waterways of the United States 
of two to three companies dividing up a territory among themselves. 
For instance, we will say there are three lines running from St. Louis 
to New Orleans; those three lines will divide up the territory — this 
line will stop at a number of towns; the other line will stop at a num- 
ber of towns; and the other line will stop at a numebr oi towns — or 
they will divide up the liver into three separate sections. That 
would result, of course, in the shippers not receiving the service they 
should from the three lines, but a discriminatory service. Woula 
this bUl give the board the right to interfere, and to adjust and 
rectify those conditions ? 

Dr. Johnson. I think it would. Congressman Curry. Beginning 
at the bottom of page 5 and continuing upon page 6, are provisions 
whiph give the board power to order canceled or modified any agree- 
ment, understanding, conference, or arrangement, or any part 
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thereof, that it may find discriminating or unfair, as between car- 
riers, snippers, exporters, importers, or ports, or between exporters 
from the United States and their foreign competitors, or that it may 
find to operate to the detriment of the conmaeroe of the United 
States, or that may be in violation of the act; and all such agree- 
ments, understandings, conferences, and arrangements shall be ap- 
proved or disapproved by the board, and when approved shall be 
excepted from the provisions af the act of Congress oi July 2, 1890. 

Mr. Curry. That would apply to service as well as to rates ? 

Mr. RowE. Yes; the board could even tell the carriers, I should 
think, what ports thev would have to stop at. 

Dr. Johnson. The language is very broad. It gives the board the 
power to determine what is and what is not in accordance with the 
public weal in those agreements. It is a very broad power and wisely 
so, because those argeements, when approved, are by the following 
lan^age of the act taken out from under the antitrust law. 

Mr. Edmonds. To return to my two ships. Dr. Johnson, -where I 
owned two ships and I made a different rate on coal from Philadel- 

i)hia to Brazil on two different ships. At the end of the page there, 
ine 24, page 7, it says, ^Ho make or give any undue or xmreason- 
able preference or advantage to any particular person." What 
would be the effect on me if 1 did that? 

Dr. Johnson. If you did it, and you were complained of, you 
would have to show that the preference which you granted was due 
and reasonable; and if you comd not do it, why, of course, you would 
pay the fine. 

Mr. RowE. You would pay the fine mentioned over here in the 
back. 

Dr. Johnson. But the very fact that you granted a preference 
would not incriminate you; it would, however, be incumbent upon 
you to show that it was a due and reasonable preference. 

Mr. Edmonds. I want to ask the doctor one other thing, and that 
is this: If you fine a foreign captain under this provision, you make 
him hable to imprisonment. Is that a good thing ? 

Dr. Johnson. If I were judge, I would fine him; I would not work 
the imprisonment clause against him. 

Mr. Edmonds. I am simply assuming in the case of the American 
ship, you would either take the captain up and fine him or imprison 
him. Now you have a Japanese steamer which has done exactly the 
same thing. He comes into your port. You can take away his 
license, if mere is such a thing, or bar him from the port, and fine him 
$500 for breaking your rules. That is true. But when you come to 
imprii^on a captain of one of those foreign ships, somebody is going to 
say something. 

Dr. Johnson. Yes ; it would probably raise diplomatic negotiations ; 
but any foreigner doing, business in this country has to do it under 
American law the same as anybody else, of course. 

Mr. Edmonds. I know, but should such an offense of that kind be 
an imprisonable offense ? It is not a criminal offense. 

Dr. Johnson. It is made so by this statute. 

Mr. Edmonds. Should it be made so, in your opinion ? 

Dr. Johnson. Personally, I do not believe that the imprisonment 
feature is desirable. Let me give the reason which impels me to 
think that imprisonment is not a good penalty. If the penalty be 
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isevere, leading to imprisonment, those who have knowledge of the 
violation of the law will be slow to complain and endanger the per- 
sonal freedom of those who have violated the law. You will find, of 
course as you know, in the enforcement of the interstate commerce 
act a nd in the en for cement of the Sherma n Ac t, JKe imprisonment 
penalty has not_ actually beeiTimposed: T beheve it was in one in- 
iStlmce, but 1 do not "know tKaT anybody has actually gone to prison 
for a violation of those two statutes. 

I might know of a violation of the proposed law by somebody I am 

acQuainted with, and I might consider it my pubhc duty to complain 

ana cause him to suffer the fine ; but I would be slow to take measures 

that would lead to the imprisonment of a man I knew. We all have 

' that feeling. 

Mr. Burke. Would that be true if you were injured in any way by 
the violation, or are you simply expressing your opinion as a disin- 
terested citizen who might observe a violation of law i 

Dr. Johnson. I was speaking as a disinterested citizen, of course ► 
But this is the kind of an offense the punishment of which we associate 
with fines rather than with prisons, 1 think. 

The Chairman. All the penalties in this act read in the alternative* 

Dr. Johnson. Yes. 

The Chairman. The experience with juries, I think, has been that 
they are disinclined to enforce the imprisonment penalty, because 
these acts are performed by agents and the agents are acting under 
authority. In other words, they feel that the people higher up are 
the ones who control the policy, and these agents who may be indicted,, 
are performing the service merely as agents; and they are not dis- 
posed to visit, the penalty of imprisonment upon them. And I pre- 
sume that is in many instances the reason wny they are disinclined 
to enforce that part of the penalty. But in this bill that penalty is 
in th e disjunctiv e; thflt^iSj t.hpy mfty impAap^^nnfj or bothj in the dis- 
cretig n o^ the ^ court. . 

■"DfTTJoHNsbN. I do not think there is any special objection to the 
imprisonment penalty being in the bill; but, frankly, I do not think 
it would be imposed m the actual enforcement of the law. 

Mr. Hardy. There is only one way. Doctor, where it seems to me 
that might become material. Sometimes these great corporations^ 
of immense wealth, pay very little attention to a fine; they do not 
care much about it. But if we have a little imprisonment it would 
bring them to terms and to respect the law at once. 

The Chairman. I am very much obliged to you, Doctor, for having 
come here at my request. 

Mr. Greene. I have a commimication from the executive com- 
mittee of the Boston Chamber of Commerce, and I have also a tele- 
gram which I would like to have go into the record. 

(The telegram and (communication referred to by Mr. Greene are as 

follows:) 

Boston, Mass., April l?y 1916. 
Hon. Wm. S. Greene, 

1107 Seventeenth Street^ Washington, D. C. 

Sections 5 to 7 of House resolve 14337 are drastic provisions for governmental regu- 
lation of ocean rates to which Boston Chamber Commerce is utterly opposed. Our 
position on this point is covered in report sent you few days ago. Kindly present our 
yiewB to the committee and oblige. 

Elwyn G. Preston, 
Chairman Merchant Marine Committee. 
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report of the special committee on merchant marine on the bill for the 
government ownership and operation op vessels in the foreign and coast- 
wise trade. 

March 25, 1916. 
To the executive committee and hoard of directors: 

A year ago the special committee on merchant marine of the Boston Chamber of 
Commerce, in a report duly approved by the directors of the chamber, made earnest 
objection to the original McAdoo bill for Government ownership and operation of com- 
mercial shipping. That bill was defeated in the Congress that closed last spring, but 
another bill, also based on Grovemment ownership and operation, but otherwise greatly 
changed, has been reintroduced (H. R. 10500) and referred for consideration to .the 
House Committee on Marchant Marine and fisheries. 

Our committee qf the Boston Chamber of Commerce, though frankly recognizing 
that a real emergency exists in the inadequate tonnage and high rates of present ocean 
trade, can not escape the conclusion that the new bill would not meet this emergency, 
but, on the whole, would aggravate it by discouraging private capital and enterprise, 
which have already filled American shipyards with orders for the construction of 100 
steamships of from 3,000 tons to 12,000 tons gross register, soon to be available for ocean 
service. Further orders await only the lifting of the menace of Government ownership 
and the securing of requisite steel materials and building space. There is every pros- 
pect that the American merchant marine during the present war will increase at an 
unexampled rate if not forced into unequal competition with the wealth and power of 
the- National Government. 

Some of the features of the revised bill can be approved. A United States shipping 
board for the general supervision of the merchant marine would serve a valuable 
purpose if its powers were carefully defined by law and if its energies were not wasted 
m an effort to outdo the overworked Interstate Commerce Commission and minutely 
regulate the rates charged by all the tens of thousands of merchant vessels under 
thousands of different ownerships that now convey the water-borne trade of the United 
States, a task of doubtful wisdom or necessity and utterly impossible of fulfillment. 
Unless its powers are so defined and do not include the power to make rates we do not 
feel warranted in approving the creation of such a board. 

In the face of present abnormal conditions, such suitable naval auxiliaries and 
transports as are not required in peace may well be transferred to the shipping board 
for lease or sale to shipowners engaged in the foreign trade of the United States, though 
this at best is only a small expedient, and there is undoubted risk of international 
complications if a Government auxiliary under private charter be arrested or sunk 
by a belligerent cruiser. This* is the only feature of the new bill that holds any 
promise of immediate relief. Public opinion will everywhere approve the enrollment 
of citizen officers and men of the merchant marine in a volunteer naval reserve, 
properly compensated by retain ers from the Government. 

The remainder of the bill, the features involved in Government ownership and- 
operation, is unsound and ineffective, and deserves the united opposition of the busi- 
ness organizations of America. No large, enduring good can come from the provision 
authorizing the Government to build, purchase, or charter in this country or abroad a 
fleet of naval auxiliaries, and lease or sell these ships for purposes of tirade. Our naval 
auxiliaries, like American battleships, cruisers, and submarines, ought to be built 
exclusively in the United States — not in foreign yards, under the observing eyes of 
officers of foreign Governments. All shipyards m this country and in Europe are now 
overwhelmed with work — no Government ships could be contracted for and com- 
pleted within two or three years. Before that time the emergency will have ended, 
either through a general peace or the financial exhaustion of the belligerent nations 
that are now abnormal consumers of imported goods. 

But far worse than the commitment of the Government to the building of a fleet 
of auxiliary merchant ships, which private capital and expert management can create 
more quietly and at lower cost, is the provision in section 8 of the bill authorizing the 
Government to embark not merely in the ownership but»in the ''equipment, main- 
tenance, and operation" of merchant vessels in the overseas and presumably also in 
the general coastwise trade of the United States. This is the inost radical proposition 
yet made. There has never been the shred of a pretensie that private American capital 
nad failed to utilize the coastwise situation. On the contrary, under the century-old 
law reserving the coastwise trade to American ships and sailors, the American coast- 
wise fleet has grown prodigiously to a tonnage exceeding the total home and foreign 
tonnage of the German Empire, or thrice the whole merchant shipping of either France 
or Norway. There is no ** monopoly " in the American coastwise trade. Only a small 
fraction of its vessels run in regular lines. Six-sevenths of its huge tonnage is com- 
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posed of ''tramp'' cargo craft, steam or sail, controlled or operated by thousands of 
different owners, under severe competitive conditions. 

.. To allow the United States Government to come into competition with our immense 
fleet of private-owned coastwise ships is a gratuitous menace to an American industry 
that has >ufltified itself by a strong, constant growth and is to-day the chief auxiliary 
reserves of our ocean defense and the great nursery of American seamen. 

Whether in the coast trade or in the foreign trade, Government-owned ships operated 
without regard to profit and guaranteed against loss by the National Treasury would 
mean the swift destruction of all spirit of American maritime enterprise and personal 
initiative. In the foreign trajie, private-owned American ships fighting against heavy 
odds with the cheap wages and subsidies of foreign competitors, would be compelled to 
meet a new competition in the subsidized ships of tne United States Government. 
Their own country would be making war on American shipowners. 

The difference m the cost of operation, due chiefly to different wages and standards 
of living and only in small part to our navigation laws and rules, would be just as great 
between Government-owned American ships and foreign ships as it would be between 
private-owned American and foreign vessels. The handicap due to subsidies, bounties, 
or other national aid to foreign ships would be as heavy in the one case as in the other. 
But this difference would be made up to the Government-owned American ships out 
of the Federal appropriation of the shipping board. If there were a deficit it would be 
compensated, for — ^to Government-owned ships—in this way. Every Government- 
owned ship would thus be a subsidized vessel, subsidized in disguise, not only apainst 
all foreiQ:n ships but against all private-owned American competitors as well. There 
would then be this grotesquely unfair situation — all Government-owned ships sub- 
sidized; other American ships in the same trade unsubsidized, discriminated against, 
and driven from the ocean. 

if there are to be subsidits, it is a fundamental principle of honesty and fair play 
that they should be given on the basis of equal opportunity to all American ships, 
or to none. The Government-ownership bill inexcusably violates this principle. It 
^eates a special-privileged class of American ships in the limited fleet of vessels 
owned by the Government itself — ships, 49 per cent of the stock in which may be held 
by a few private investors. Can anyone hope to defend and justify such a scheme as 
this to the American people? 

A real emergency exists. Something must be done. The great war has focused 
the attention oi the country as never before upon the sea and ships. There is an unex- 
ampled opportunity to lay broad and deep tne foundations of an adequate American 
merchant marine. An undoubted obligation rests upon all those who oppose Gov- 
ernment ownership and operation to point to another and a better way. 

That way can be found in the recommendations of the Chamber of Commerce of 
the United States in connection with its referendum of last spring, when the manu- 
facturers, merchants, and bankers of the country, overwhelmingly rejecting the idea 
of Government ownership and operation, even more overwhelmingly approved positive 
legJBlation of another kind, as follows: 

1. Carefully supervised and guarded subsidies from the Government suflicient to 
offset the difference in cost between operation of vessels under the American flag and 
operation in the same deep-sea trade under foreign flags. 

2. Subventions from the Government to establish regular mail and freight lines 
under the American flag to countries in which the commercial interests of the United 
States are important and to American dependencies 

3. The creation of a Federal shipping board with carefully defined jurisdiction 
to investigate and report to Congress regarding the navigation laws, and to have author- 
ity under the law in all matters pertaining to oversea transportation.* 

4. Amendment to the ocean mail law of 1891 by readjusting the required speed of 
first and second class steamers and by making the compensation adequate to permit 
the establishment of lines of steamers carrying both mail and freight. 

These recommendations were referred to and approved by our special committee 
on merchant marine and were formally accepted Jime 15, 1915, by the directors of 
the chamber. Under these policies, when conditions become normal after the war, 
both swift regular mail ships and slower but indispensable cargo carriers would be 
encouraged and upheld against foreign competition by the United States Government 
which would leave the ocean trade to the energy and courage of its shipowners and 
seamen. 

A yeaj* ago our conmiittee declared that '*we believe it to be a sound principle that 
the Federal Government should not engage in business which under suitable condi- 
tions can be conducted to equal or better advantage by private enterprise.'* 



1 This was not understood by the committee to contemplate the regulation of rates. 
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Everything that has transpired since then has emphasized the force of this <xm.* 
viction. We, therefore, recommend that the chamber disapprove these featiuNM ol 
the present bill (H. R. 10500) which involve Government ownership and operation 
(of commercial \es8els and Government regulation of ocean raties. 
Respectfully submitted. 

Elwyn G. Prbston, Chaimum. 
Edward E. Blodgbtt,* 
l. a. ooolidge, 
Frbdebick Fostbr, 
Thetodorb Jones, 
WiNTHROP L. Marvin, 
Robert S. Pbabody, 
George F. Willett, 
Special CfmvmiUee on Merehdnt M&dt^. 

Mr. Edmonds. Mr. Chairmaa, may I put this letter fraiu %hh 
PhiladelpI^a Board of Trade in the hearing ? 
The Chairman. Yes. 
(The letter referred to by Mr. Edmonds is as follows:) 

Philadblfhia Board of Trade, 

PhUadelpkia, April it, S916. 
Hon. George W. Edmonds, 

House of Representatives yWashingU^^ I), C. 

• My Dear Mr. Edmonds: Referring to your iavor of the 8th instattt, coV««fcfl| 
House bill No. 14337, in which you announce that a hearing upon same will. be hem 
on the 13th instant, I beg to say that I regret that the board of trade will not be able 
to be represented there. 

The committee on foreign and coastwise commerce, to >»^hich this bill hiis bfteft 
referred, has not yet been able to make sutjh study of it as would justify its beings 
r^resented at the hearing in question. 

A cun^ory examination of the bill, however, proveiB that it would certainly 'me^ 
with the opposition of the board of trade,- which is upon record in opposing the sbij* 
purchase bill in a memorial which has oeen forwarded to Congress. The provision 
in that bill regarding the licensing of foreign vessels and an attempt to force regula- 
tion upon same was considered as most unwise and likely to provoke dangerous ^n- 
troversies with the maritime nations, who would not fail to resent the impairment 6t 
any right contrary to treaty or custom. 

The amended measure seems equally, if not more, drastic in its charact» ^d to 
have been drafted without much regard for any of the conditions smroufiSiing thl^ 
transportation of merchandise by ocean carriage. This is particularly emphasized 
if the provision in section 4, page 7, be imderstood to mean that under no circum- 
stances could a vessal charge a different rate upon a like kind of merchandise or 
traffic. This provision seems to ignore entirely the varying condition of trade in the 
markets of the world. 

You will readily understand that there are times in the changing conditions men- 
tioned when it is absolutely necessary for vessals, in order to complete their loading, 
to be able to make such reduction^in rates of freight as will secure sufficient cargo to 
properly load the vessal. 

I am sure it is entirely impractical, unless the entire business of ocean carriage is 
to be revolutionized, to attempt to name a matimum rate over the time mentioned 
in the bill, and should such a rate be named to apply to foreign vessels that the natioto^ 
under which they sail would not hesitate long before they would retaliate by some 
restrictive order upon American Vessels which would undoubtedly lead to interna- 
tional complications. 

The closing paragraph of the bill, in which reference is made to sundry ()rior lifcts 
of Congress, makes it impossible at this time to understand the full purposie of the 
measure without a study of the several' acts referred to. 

As far as understood, I can not see that any consideration has been given to the ques- 
tion of the regulation of what might be termed " tramp ^* boats, that are chartered tot 
full cargoes from the different ports of the United States, and which represent a large 
percentage of the carrying of the produce of the country. 

As you know, this board of trade is opposed to the principle of the ship-purchase bill 
and finds nothing in the way of improvement in the amendments sought to be incer- 
porated in the measure, as presented to Congress. 

* Mr. Blodgett was out of town when this report Was adopted and, therefore, did not have opportunity 
to pass upon it. 
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II the present legislation as now presented to Congress be for the purpese of the re- 
e^bliflliment and upbuilding of the American merchant marine, it will prove a failure, 
1 am convinced that the enactment into law of the proposed bill (H. R. 14337) would, 
jllter the abnormal conditions due to the war have passed away, be the means of de- 
creaaixig the amount of American tonnage and preventing the profitable handUng of 
mf$» imder the American flag. 
YourSj very truly, 

J. P. Seeckiz, Secretary, 

• ' 

(Theireupon, at 4 o'clock p. m., the committee adjourned until to- 
morrow, April 14, 1916, at 2 o'clock p. m.) 



Committee on Merchant Marine and Fisheries, 

House of Representatives, 
Washington, D. C, Friday, April 14, 1916, 

The committee met at 2 o'clock p. m., Hon. Joshua W. Alexander 
(chairman) presiding. 

The Chairman. Mr. Jacobs is here from the Pacific coast and in 
hia organization he has done some work on merchant-marine matters. 
He is on his way to Europe and I thought the committee would like 
to hear him briefly on H. K. 10500; that is, on any provisions of the 
bill to which he cares to address himself. We have under considera- 
tiqn especially at this time tTie provisions of bill 14337. 

STATEMENT OF ME. ISIDOS JACOBS, SAN FEANCISCO, CAL., 
PEESIDENT OF THE CAIIFOBNIA CANNEEIES CO. 

Mr. Jacobs. I am president of the CaUfornia Canneries Co., of 
San Francisco; president of the Inland Waterways Association of 
Cahfomia; also director in the Canners' League of the State of Cali- 
fornia. 

Mr. Edmonds. Is that a private concern? 

Mr. Jacobs. The California Canneries Go. is. The California 
league is an organization of practically 95 per cent of all the fruit 
and vegetable canners of C^if ornia, associated together not for 
profit but for mutual protection of the industry. 

The Chairman. Has your league given any consideration to this 
question of shipping? 

Mr. Jacobs. Yes, sir. At the annual convention which was held 
at the Palace Hotel, San Francisco, in January, at which an output 
practically of $20,000,000 per annum was represented, a resolution 
was presented and was carried unanimously, after considerable dis- 
cussion, indorsing the bill that you have for the creation 'of a merchant 
marine. 

The Chairman. H. K. 10500? 

Mr. Jacobs. Yes. I think the resolution was sent to your chair- 

nxan. 

The Chairman. Yes; it is in the record — ^page 226, of the hearings 
ouH.R. 10500. 

Mr. Jacobs. Yes. 

Mr. Edmonds. Did you have the bill at that meeting ? 

Mr. Jacobs. Yes. The Commercial Club had it there. 

Mr. Edmonds. How was the action taken — treading it by sections 
and taking up each sectiqn; or. did you take it up as a whole ? 
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Mr. Jacobs. They took it up as a whole. The bill was read Q,iid 
then was taken up as'a whole. The reason it was not considered sec- 
tion by section was because there was no opposition manifested in thft> 
discussion. The discussion took the Une of something being abso« 
lutely necessary to reUeve the present burdensome conditions that tho^ 
fruit industry is laboring under in seeking foreign markets and which 
it has been laboring under for a long time. The discussion took 
entirely the line of addresses on the necessity for prompt action to 
reUeve the situation. 

We are confronted there by practically a loss of our entire industry 
unless some rehef is had, unless we can get ships to move our products 
to the markets. The foreign trade heretofore has been nearly entirely 
in the hands of the British steamship owners and, whether by com- 
bination or otherwise, rates have been estabUshed bv the different 
companies at the same time and the same rates. After the Pacific 
Mail was purchased bv the Atlantic Transport Line — the rates had 
been very high — they dropped the rates to get some of their steamers 
loaded for Englard ard immediately the other hnes aU dropped at 
the same time. The rates are now about 600 per cent higher than 
they were before the war started, but even beiore the war started,, 
they found their ability to advance rates, and although the opening 
of the Panama Canal reduced the time in transit from San Francisco, 
to Liverpool and London to 30 days instead of 60 days — although 
some of the steamers used to take 90 days around via the Straits of, 
Magellan — they gave the shippers no concessions at all as a considera- 
tion for the openmg of the canal; the rates remained the same. They 
did not consider there was any advMxtage obtained as far as theship- 
pers w^re concerned and, of course, that means the producers of our 
State as well — ^there was no advantage obtained by the fact that the ; 
canal had been opened, and the fact that their cost of transportation 
had been reduced considerably upon that account. 

Mr. Edmonds. What percentage of your goods goes to foreign 
markets ? 

Mr. Jacobs. Personally, our own concern, 85 per cent of our busi- 
ness is in foreign markets. But of the output of our CaUf omia canned 
fruits, about 35 per cent — ^probably from 35 to 40 per cent. 
Mr. Edmonds. Goes to foreign markets? 

Mr. Jacobs. Yes. Li our own trade, though, it is 85 per cent in ' 
our own business. 

I may say that this question of an American merchant marine 
has been up before our annual conventions for the last 12 years;, 
every year the. same discussion has come up, and we favored the ship 
purchase bill which was defeated in the last Congress. We beheve 
if that bill had been adopted the present conditions would have been 
relieved, because we would have had sufficient tonnage controlled, 
either directly or indirectly, by the Government to have kept a 
leverage upon rates. If I remember correctly — ^I was chairman of the 
committee of the league at the time — ^I think it was expected that the 
Government would control, either directly or indirectly, over 600,000 
tons, and that would have been sufficient in this country not only in 
California, but for the fruit trade of the country and the East as well 
as West, to have kept a leverage upon the freight rates which to-day, 
although they say they are based entirely upon supply and demand, 
as a matter of fact are based upon all they can get. And, as I say, 
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they keep on; there is no istabiUty now. If we to-day should enter 
into contracts in Norway and Sweden — they started in by telUng 
us the rates would be 100 shillings; by the time we got the contract, 
they said now the rate is 150 shilUngs. Well, we said we would have 
to submit that to the buyer on the other side. Two days later, if we 
had an order come in, they would say the rate is 170. And[ so it 
went on, and we got disgusted and just quit trying to quote at all. 

Mr. Edmonds. Still, you expected the buyer on the other side to 
pay the freight rate, whatever it was? 

Mr. Jacobs. Naturally. The goods are sold *'c. i. f.;" that is, the 
goods are sold cost, insurance, and freight delivered in the foreign 
markets. But we would figure the thing down just as low as we 
possibly could and if there was anything in it we would take the 
order; but as it turned out, for instance at Genoa, last year, we 
made a contract with a shipping company in New York, the Italian 
line, and we sold the goods based upon that freight rate. The goods 
went through the Panama Canal — it was before the slide started; 
when they got to New York, they got there, so they said, one day 
after the steamer had sailed on which they expected to put these 
goods and they boosted the rate on us. And on that little shipment 
we lost $1,800 below the absolute cost of the goods. So we just quit 
the business after that; we would not quote at all. 

Mr. Edmonds. You are selling, goods to-day, though, subject to 
those conditions? 

Mr. «Tacobs. Very few, though, on account of the high freight 
rates. We .arc practically stopped now on account of the tremen- 
dous freight rates. You can imagine what it amounts to when I tell 
you that the present freight rate to England is $1.37 a case for two 
dozen cans of fruits, when at the beginning of last year the rate was 
35 cents a case. 

The Chairman. It is now how much ? 

Mr. Jacobs. $1.37. 

The Chairman. As against 35 cents last year? 

Mr. Jacobs. Yes. So you can see that it practically means the 
cessation, the absolute impossibility, of sending any more goods there 
under these rates, unless they are absolutely necessary. If the Gov- 
ernments over there buy some of these goods and have to have them, 
of course, they will pay that rate; but it has knocked off the French 
trade completelv. We started in to send 30,000 cases 'of goods to 
Paris through Havre and engaged a ship to Havre, but the rates from 
New York became so tremendous we could not ship them. To show 
there was no stability to it, we had our own office m New York, and 
they thought we had the goods coming on the way to New York and 
they had to go on one of these steamers, so they boosted the rates to 
200 shillings. I immediately wired the office in New York and told 
them to keep the goods there and not to ship them, and they reduced 
the rate to 150 shfllings the next morning, a difference of 50 shillings. 

Mr. Edmonds. Yes; they were getting the best price they comd ' 
get, there is no doubt; I do riot think there is any question about it — 
just the same as you would do for your goods or any other man, get 
the best price he can. 

Mr. Jacobs. Yes. We beheve the national-bank reserve act has 
reUeved the financial stress upon business by relieving us from pan- 
ics, or panicky conditions, and we beUeve that the time has come 
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now that the United States Government should relieve the business 
conditions, in getting a foreign market, by regulating the steamship 
business \mder the American flag. We think that it can be done. 
It has been tried for 40 years without regulation, and nothing has 
been accompUshed, just as we had been trying for years with the 
currency act and never had been able to accomplish tne results with 
that. I beheve the purpose of the currency act was to reheve busi- 
ness conditions so that tney might not tremble all over this country; 
and I beheve the business men now know where they are. I believe 
the same thing about the American merchant marine. I might say, 
though, personally, that our large organizations have been fightmg it — 
the large chambers of commerce throughout the country — but we 
believe they do not represent the general run of business interests 
in this coimtry to-day in connection with the estabhshment of an 
American merchant marine any more than they did in connection 
with the reserve act. 

The Chairman . Why do you think that ? 

Mr. Jacobs. Because we find in getting out these referendums that 
the. United States Chamber of Commerce got out that in our local 
chambers of commerce in all large cities like San Francisco, Loa 
Angeles, Portland, Seattle, and in the East, New York and all the 
large ports, they sent out a letter to their members. We will say 
that our local chamber of commerce in San Francisco consists of 
3,700 members and they will send out a letter to them saying, ''We 
are asked by the Chamber of Commerce of the United States to take 
a referendum upon whether you believe in the estabhshing of an 
American merchant marine; we recommend that you answer ''yes.'^' 
''Do you believe in the estabhshing of an American merchant marine 
by the Goveniment ha vingany thing to do with it? We recommend 
that you answer 'no.^" '*l)o you beheve in it by means of subsidy? 
We recommend that you answer 'yes.^'* 

I tested that by sending out a letter myself to the members of our 
local chamber of "commerce. The answers received by the chamber 
of commerce itself were between 500 arid 600 out of 3,700 members. 
I got over 800 answers directly opposed to the referendum that the 
chamber of commerce took, but I did not suggest how they should 
answer the questions. 

Mr. Greene. May I ask you a question ? 

Mr. Jacobs. Yes. 

Mr. Gkeene. Do you mean to say that the chamber of commerce 
in their document that they sent out indicated how they wanted 
them to reply ? 

Mr. Jacobs. Yes, su*; and I have one in my possession. 

Mr. Greene. I would be glad to see one. 

Mr. Jacobs. I would be glad to send it to you. 

Mr. Greene. I know, but where is it ? Is it at the hotel ? 

Mr. Jacobs. I would be glad to send it to you. 

Mr. Greene. I have the documents and 1 have never seen any- 
thmg of the kmd. 

The Chairman. He is going to send it to you he says. 

Mr. Byrnes. He is talking about the organization sending it to 
the members ? 

Mr. Jacobs. Yes; in San Francisco. 
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Mr. Greene. Oh, yes; I know what he said. He said they liked 
to have you vote *'yes;" ^'we believe 'yes.'^' Or '^we want you to 
vote *no.''' 

Mr. Jacobs. I did not say that. 

Mr. Greene. What did you say? 

Mr. Jacobs. I said the local chamber of commerce sent a letter to 
their members with the referendum and in this letter they said '^Our 
board of directors on merchant marine, or committee, have agreed 
to recommend that you vote 'no' to this question, '^ and so forth. 

Mr. Greene. That is different. I understood you to say the 
United States Chamber of Commerce. 

Mr. Jacobs. No ; I did not say that. 

Mr. Hadley. He was not clear in it and I was about to ask the 
question to which one he referred, myself. 

The Chairman. I was not clear about it myself. 

Mr. Greene. I understood you to say the United States Chamber 
of Commerce sent out that appeal, lliey sent out a direct appeal 
without making any recommendation at all to the people about 
how they should reply to it. 

Mr. Jacobs. I beg your pardon; they did not send out any direct 
appeal at all; they only sent it to the local chambers of commerce. 
They only sent it to the members of the United States Chamber of 
Commerce; which is made up of the organizations and some in- 
dividuals. 

Mr. Byrnes. I understood the gentleman. 

Mr. Edmonds. Mr. Jacobs, I was visited by a man the other day 
who runs quite a large fruit and vegetable farm — ^he grows tomatoes, 
and so on — and he wanted me to draw up a bill for the Government 
to go into the canning business. He said the exactions of the canners 
were so severe and the price paid for the tomatoes so small, he thought 
the Government ought to go into the canning business. 

Mr. Jacobs. Yes, sir. 

Mr. Edmonds. That is something on the same order as going into 
the shipping business. That would be perfectly justified and I pre- 
sume your association would recommena that ii I put in a bill ? 

Mr. Jacobs. I do not think it is a perfectly similar situation at all. 
But I do not think I would object to it if it was for the benefit of the 
people. I think they would recommend it if it was for the benefit of 
the people. 

1 want to give you an idea by something that is on record here in 
Washington right now. It has not been generally known — although 
I was engaged in that fight — but it is exactly the same thing that is 
going on to-day with these n\atters. Under President Roosevelt 
we brought to the attention of the administration in Washington 
that the Pacific Mail Steamship Co. going out of San Francisco was 
not seeking any business and that formerly when it was organized 
by the Southern Pacific, the railroad owning 55 per cent of the 
stock of that company, they received a subsidy of $900,000 a year 
from the transcontinental railroads to go out of the port of San 
Francisco empty on their business to tlio Atlantic. When the 
contract was oroken up through our eftorts or, rather, an organ- 
ization which I formed out there, the Pacific Mail stiQ did not seek 
an}'^ business, and a comniittoe of the chamber of commerce was 
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appointed to investigato. After a great deal of trouble we ha?® 
committee appointed to inveatigate me matter; we called the attJP 
tion of the aarainistration in Washington to it and Mr. Taft, "W^* 
was then Secretar}'' of War, sent Mr. Bnstow out. He was appointe^ 
special Panama commissioner to go out and examine into the condi-* 
tions we had complained about. He reached Cahfomia and went 
up and down the State* he had a hearing in the State of Oregon^ 
one in Washington, and in different places in California, too; but 
he could not get any expression on the part of the merchants because 
they were afraid to express themselves in the presence of the rail- 
road officials and the steamship officials. And I made the suggestion — 
although we have been large shippers alwavs — the only way ne w^ould 
get at the facts was to invite them to his liotel and get in secret the 
information they were afraid to give in public. And in his report 
which is on file m Congress — you have the report somewhere, I know, 
and you can find it very easily — he says he then obtained the true 
facts. Notwithstanding that, the chamber of commerce brought in 
a report acknowledging the conditions — that is, the committee did — 
and objected to any mterference on the part of the Government. 
And immediately we came on here and we saw Mr. Bernard Baker, 
who was then in the shipping business, and he said if the situation did 
not change he would start a steamship line to relieve the situation, 
and immediately the American-Hawaiian Steamship Line was started 
and there was an increase in the ocean-borne traffic from 16,000 tons, 
I think it was, per annum — I have the correct figures in m.y suit case — 
to something like 225,000 tons per annum in one year. And from 
that time on it commenced to increase. So that the chambers of 
commerce do not represent — our chamber of commerce, and I am a 
member of it, and 1 do not hesitate to tell them just what I am 
8 lying right here — the business interests of the country. They 
r.^present generally the one man who is able to control the boarcb 
of directors in those organizations. 

Mr. Hadley. You predicate that general statement upon what 
you observed in San Francisco ? 

Mr. Jacobs. And elsewhere. I have made it my business, and I 
am doing it at my own expense. I have been up and down the coast 
trying to break up this system, and I delivered an address to the 
chamoer of commerce in rortland about four months ago. I deliv.- 
ered five addresses up there to the different commercial organizations 
in two days, and when I was invited there I wrote to the president 
that they would not like what I had to say. He said, '^ Well, we are 
here to hear what you have to say.'' And when I finished, there was 
quite a crowd there and ex-Gov. West of Oregon got up and said 
he was going to get off his chest something he had had there for a 
long time, and he substantiated what I said. And the vote was 
taken there, and it was nearly unanimous on the part of the mem- 
bers, repudiating the action of the Chamber of Commerce of Port- 
land in connection with the shipping bill. 

The Chairman. I was there and met with the subcommittee that 
had the shipping bill under consideration, and the majority of the com- 
mittee was made up of railroad and steamship men, ana their report 
never was submitted to the chamber of commerce for ratification; yet 
youhave their report as the senseof that organization. And at Seattle, 
the Commercial Club indorsed the old snip purchase bill, and the 
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jkmber of commercet made up of those interests and controlled by 
to,e same elements to which you refer, opposed it. 
vc Mr. Hadlby. I want to disclaim any acquiescence in the last 
catement of the chairman, as to the nature of the organization of 
ttie Seattle Chamber of Commerce. 
( '* The Chairman. I was told that by the secretary of the Commer- 
cial Oub. 

Mr. Hadley. I am not going to debate it; I just want to disclaim 
the statement. I. know something of the situation in Seattle. 

Mr. Edmonds. A situation like that is not true of the eastern 
charabers of commerce; I will say that. I do not know anything 
abou-t the West. 

Mr. Greene. It is not true in Massachusetts. 
The Chairman. Mr. Rosenthal said two members of. the Com- 
mercial Club of Chicago — composed of 5,000 members — ^made the 
report on this bill, and his statement has gone unchallenged so far. 
Mr. Edmonds. But even on the face of your own statement, the 
canners have not taken up this situation at all; they have only 
taken up the question of Government ownership. 

Mr. Jacobs. 1 did not say that; I said that the sentiment at our 
meeting was that it does not make much difference how we get an 
American merchant marine as long as we are going to get it m the 
right way. 

Afr. Edmonds. All you want is a merchant marine i 
Mr. Jacobs. Yes; that is what we want. 

Mr. Edmonds. That is exactly what I am drivmg at, and on the 
face of your statement I say you did not study this bill any more 
than the chamber of commerce did. 
Mr. Jacobs. I did. 

Mr. Edmonds. You may have, personally, but the organization 
did not. 

Mr. Jacobs. I did not say they did. 

Mr. Edmonds. You know just as well as I .do how those things are 
conducted. I belong to boards of trade and chambers of commerce, 
and I know myself, and I will say this, in the East that we never get 
anything through without having a big fight on our hands, particu- 
larly when it is anything as big as this. 

Mr. Jacobs. At the Inland Waterways Association, which has 
probably a much larger and more representative organization of 
men, because it is composed largely of producers in the State, the 
bill was debated, and the reason it was debated was that the resolu- 
tions committee of 19 brought in a favorable report — a unanimous 
report on the bill. 

The Chairman. Where was that ? 

Mr. Jacobs. The Inland Waterways Association at its annual 
convention. You have a copy of their proceedings here. I think I 
left it with you this morning. The bill was presented on the floor, and 
the first man to get up and oppose it was Gol. Irish, the same man we 
have always looked to oppose everything; the same man who fought 
us when we had the Pacific Mail matter up years ago, when we wanted 
to relieve the situation; but I, as president of the organization, did 
not feel it was right for me to attack his position, so 1 said nothing 
and was just ready to preside, which I did. Finally, a gentleman 
from the northern part of the State, a large producer up there, got 
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the floor, and he showed that Col. Irish had*always represented^ in 
connection with his attitude on questions of that kind, the special 
interests, and, in fact, was employed bv the special interests. 

The Chairman. What do you mean by ''special interests ?" 

Mr. Jacobs. I mean the large railroads and others who have been 
in the past opposed to measures of this kind. 

Mr. Edmonds. Is not the canners association a special interest ? 

Mr. Jacobs. No; the Canners League, as I say, is an association 
not for profit. I am not representing the association hero. That 
is a much larger concern than we are. 

• Mr. Edmonds. You are a special interest, so it works out in Cali- 
fornia. 

Mr. Jacobs. We are one of the independents, then, because "W^e are 
not aflRliated with them. After the debate took place there were 
two speakers that opposed this bill, and the attituae on the part of 
both of them was well known in the convention before they even 
came there. And here was a representative gathering of men from 
all parts of California — in fact, the report says it was tne largest and 
most representative gathering held in 12 years of a league conven- 
tion; the big room in the Palace Hotel was packed to the doors — . 
and it was carried practically unanimously. I think there were two 
or three votes against it, but they were so few no attention was paid 
to them. And the whole thing was fought out on the ground of 
Government interference in the shipping business. 

Now, I do not say that I favor Government interference;* I do favor 
an American merchant marine, but I am not like a great many of 
our directors in our chambers of commerce who howl loud for an 
American merchant marine, but only want it one way, and that is 
by means of subsidy. I favor an American merchant marine to 
relieve the conditions in this country, but not for my own interests, 
because I hope to be out of business very shortly; I am pretty near 
through with business. 

Mr. Edmonds. Would you bs satisfied if the Government were to 
buy $50,090,093 worth of ships and jour association or an association 
of the shippers in San Francisco could charter one or two of those 
ships or tWe or four of them at a reasonable price and carry your 
goods 5 

Mr. Jacobs. Would I be satisfied? 

Mr. Edmonds. Yes. 

Mr. Jacobs. I do not know. I have not given any thought to it, 
but I think so. 

Mr. Edmonds. Or do you want the Government to run a compaay 
from San Franciscct to London and Paris for the 200 cases or 300 cases 
that you have to ship ? 

Mr. Jacobs. I will teU you I believe if the Government put $60,000,- 
000 into ships and leased them to private companies and lost the 
whole $50,Qi()0,000 in a year, they would save this country two him- 
dred million in a year by the regulation of freight rates, and that 
would redound to the benefit of the producers and business men of this 
country. 

Mr. Hadley. Is your discussion on the theory that is what is to be 
done? 

Mr. Jacobs. To lose the money? 
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Mr. Hadley. No; I say is your discussion on the theory that is 
what is to be done in the biU ? 

Mr. Jacobs. No; I understand in the bill the Government is not to 
operate the steamers at all unless they can not find individual compa- 
nies to operate them; that the Government is merely to provide the 
money and if they build the steamers they are to lease them to private 
corporations and they are to retain control over them by certain 
regulations and the Government is to have the right, the same as the 
En8:lish Government did in loaning money to the Cunard Line to 
build the Mauretania and the Lusitania, they have the right to make 
naval auxiliaries of them in case of war. And I believe if we had a 
war to-morrow our Navy would not be worth 2 cents because we could 
not get steamers to supply our navy with what they need; with the 
present shortage of steamers it would be a pretty hard proposition. * 
Mr, Hadley. That is what you understand in reference to the bill % 
Mr. Jacobs. The general tenor of it. 
Mr. Hadley. I mean that feature of it ? 
Mr. Jacobs. Yes. 

Mr. Edmonds. The board would have the right to establish lines 
any place they please. 
Mr. Jacobs. If they found they could not do it in any other way. 
Mr. Edmonds. There is no limitation in it. 

The Chairman. I assume the board would have as much sense as 
we would, and I am sure Brother Greene would not establish a line 
where the trade was being amply served and at reasonable rates. I 
know I would not. 

Mr. Jacobs. We believe the Government ought to have started a 
line of steamers on the Pacific at the time the racific Mail Steamslup 
Co. made refusal to haul the freight and had to go out in ballast. We 
wer«e all bottled up and could not get freights and had to pay what- 
ever the rates were. On the Atlantic your Government had a line 
of steamers running to the Isthmus, but we could not get any relief 
on the Pacific; and in that case I believe they should have started it. 
The Chairman. Senator Bristow introduced a bill for a Govern- 
ment owned and operated line of ships from the Panama end of the 
canal to the Pacific coast. 
Mr. Jacobs. I think Senator Flint did, too. 

The Chairman. Well, Senator Bristow did;' just to meet that 
situation, I think. 

Mr. Jacobs. Now, as to this other bill here, of course I only 
had it to-day and just looked oyer it — ^bill 14337. I want to say I 
am most heartily in favor of a bill of this nature, because I think if 
the Government is going to give us an American merchant marine 
they should retain control over the shipping business by seeing there 
is no discrimination I believe the big concerns and tne big steam- 
ship companies do discriminate against the general run of shippers, 
ana I believe this bill would stop fliat very thing and would regulate 
the shipping on the seas just as well as it is by land. 

Mr. JSdmonds. You believe, then, they ought to establish positive 
rates? 

Mr. Jacobs. Yes, sir. I think no one is going to object if every- 
body is treated alike; but I am opposed to this discrimination that 
gives the large concerns an advantage over the smaller concerns. 
The Chairman. You mean in the way of rebates ? 
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Mr. Jacobs. Rebates, yes; various things. For instance, they will 
establish a rate and they will say it is the rate less such and such a 
percentage. In fact, they won't even establish like rates; you can 
not tell what they will do, they do not tell you; but we biOMr in- 
tuitively that some of the shippers do ^et the inside track. 

Mr. Edmonds. If you had a cargo ship and a man came to voxi and 
offered to fill three-quarters of the tonnage of that ship witn cargo, 
would not you feel lijke making a concession ? 

Mr. Jacobs. You mean if he bought the canned goods from us ? 

Mr. Edmonds. No; I am not talSing about canned goods. Sup- 
pose you owned a ship and I come to you and say — it is a 5,000-ton 
ship and you wanted $1 a ton freight to some point— ^^I will give 
you 4,000 tons in this ship if you wifl take it at 90 cents." 
• Mr. Jacobs. I do not think it ought to be done any different than 
the railroads do it; the same rule ought to apply that applies to the 
railroads. We might ship a hundred cars of goods by rail and get no 
better rate than the man who ships one car. And m saying this, I 
may be talking against my own interests, because we have hundreds 
of cooperative small concerns in California that ship just a few cars 
of goods, and before the regulation of the freight rates they were put 
out of business. I know California was just ftill of cannenes put out 
of business because of discriminations in railroad rates. And I 'was 
the one who started the investigation in CaUfomia by our railroad 
commission and stopped rebates which were as high as 35 per cent in 
some cases — ^not that I had any personal interest at stake at cdl, except 
the interest of my State. 

Mr. Edmonds. You own this ship again; you either have to take 
that 4,000 tons of cargo at 90 cents or take 4,000 tons of ballast in 
the ship and not carry any cargo; what will you do? There is no 
comparison between a ship and a railroad. 

Mr. Jacobs. If there was no regulation, I would do the best I could. 

Mr. Edmonds. If there was regulation, you would go out and lose 
money by operating the ship. 

Mr. Jacobs. Yes, I would have to respect the law. 

Mr. Edmonds. Then how would you build up a merchant marine 
by that process ? 

Mr. Jacobs. I could not answer that question. That would de- 
pend altogether on the circumstances. Tne question of loss by run- 
ning an American merchant marine by the Government, I presume 
you mean ? 

Mr. Edmonds. I am not talking about loss to the Government; I 
am talking about building up a merchant marine; that is what we are 
trying to do. 

Mr. Jacobs. I do not know. That has been the process for the 
last 40 years and you have not built up a merchant marine yet in 
this country; you have had that method for 40 years. 

Mr. Hardy. Having cutthroat methods, cutting and slashing, 
hauling freight entirely free here, and for a big price there, making 
up on the little man what you lose on the big man, has that ever 
resulted in building up any kind of industry ? 

Mr. Jacobs. I do not think it has. 

Mr. Hardy. Now, when you get Mr. Edmonds's question, strictly 
speaking, to leave the shippers at perfect liberty to charge as they 
please-, to give the big man low rates and the little man high rates, 
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won't that in every case absolutely cut the throat of the little man and 
leave the big man alone ? 

Mr. Jacobs. That is exactly what the effect has been and will be. 

Mr. Habdy. That has been the result of such methods in the past t 

Mr. Jacobs. Yes, sir. 

!Mr. Habdy. Now they have, as a whole, the same trade; and 
whether it is carried at reasonable rates or whether it is carried fop 
nothing to-day and two prices to-morrow, these ships have the total 
amount of freight to carry eventually ? 

Mr. Jacobs. Yes. 

Mr. Habdy. And if they simply adopted business methods they 
would not be going empty or in ballast ? 

Mr. Jacobs. We beheve there is business enough for all, like any 
men competing with each other. 

Mr. Habdy. And if there is not, somebody has got to retire from 
business ? 

Mr. Jacobs. Yes. 

Mr. Habdy. But if you have no regulation you have just simply 
a condition of chaos. 

Mr. Jacobs. That is true. 

Mr. Gbeene. What do you do in your canning business ? Do you 
have a settled price that every man m the canning business on a case 
charges the same price, or do you go in and compete ? 

Mr. Jacobs. We do not have any settled price. We go in and com- 
pete; and while I can not say I am going to speak in favor of settled 
prices, I know that the result is terribly disastrous. 

Mr. Gbeene. You have a regular cutthroat business in your line t 

Mr. Jacobs. It is a regular cutthroat business. At the present time 
two-thirds of the canners of Cahfomia are not making a dollar; and 
we would not make a dollar ourselves if it was not for the fact we have 
a trade-mark on which our goods are sold in foreign countries. That 
is why we have gone into the foreign trade so heavily. As I explained 
before, 85 per cent of our business is in foreign markets, because we 
can not maKe any money in the domestic market. On account of the 
cutthroat rules, if it was not for the fact we have our trade-mark estab- 
lished in Europe, that the people over there want, we could not exist 
to-day. 

Mr? Edmonds. Do you sell a man 5,000 cases for the same price that 
you sell 5 cases ? 

Mr. Jacobs.* No, sir; we do not. 

Mr. Edmonds. You make a different' price? 

Mr. Jacobs. Yes, sir. 

Mr. Gbeene. As to the effect on shipping on the Pacific coast, as 
between Vancouver and Seattle, for instance, how far would this bill 
rebate the rate at Vancouver or any other British port ? 

Mr. Jacobs. I do not suppose it would have any control over it 
if they did not touch at American ports. 

Mr. Gbeene. But they have that competition, do they not, in 
Vancouver — ^they have the competition at Vancouver on tne Pacific 
coast? 

Mr. Jacobs. Under the present laws ? 

Mr. Gbeene. Under any law; even if we get this law? 

Mr. Jacobs. Under the law I do not believe a vessel loading at 
Vancouver can deliver goods to an American port; I do not believe 
it can load there and deliver goods. 
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Mr. Greene. Suppose they are brought in to Vancouver and de- 
livered in the Unitea States by rail ? 

Mr. Hadlet. He is speaking of the foreign trade. 

Mr. Greene. Yes; the foreign trade. 

Mr. Jacobs. What regulation would that be ? 

Mr. Greene. Yes; I want to know how far this bill would regulate 
the business at Vancouver which would come in competition with 
Seattle.? 

The Chairman. In what trade, Mr. Greene ? 

Mr. Greene. In anv trade. Take Australia, for instance. 

Mr. Jacobs. I could not answer that question, because it is some- 
thing that the working out of the bill would have to prove and 
demonstrate. 

Mr. Greene. I thought you had examined the bill and thought 
you could tell me whether there was any provision in this bill. 

Mr. Jacobs. You mean in this bill ? 

Mr. Greene. Yes; this bill. 

Mr. Jacobs. This one here ? 

Mr. Greene. Any bill; I do not care whether it is this one or the 
other, either 10500 or 14337, or any other bill — any bill that would 
protect American men in business as vessel owners or business men 
as against the competition of the foreigner in business right adjoining 
them — whether or not this bill would be of any advantage at all to 
the American shipowner or the American shipper ? 

Mr. Jacobs. I do not know that it would be of any more advantage 
than it is to the American shipper by rail, and the rail rates are regu- 
lated. 

Mr. Greene. Oh, but that is quite different; on the land you have 
specific places to run. Here on the ocean you are going out on a free 
ocean. And what I want to ask you is this: The regxuations in this 
measure are very much different from the regulations anywhere else; 
they practically tie the hands of the American shipper and tie the 
feet of the American shipper; he can not do this ana he can not do 
that without being liable to prosecution or imprisonment, and he can 
not do this or that; and yet the man at Vancouver or any of the 
British ports would not be tied in that way. 

The Chairman. At this point I want to state that this bill does not 
do anything of that sort; there is not a line in the bill that would 
justify any such statement as that. 

Mr. Greene. Read the bill; anybody who can read' can see that. 
I can read and you can read. 

The Chairman. I am quite familiar with the bill and there is no 
one who understands it who would venture such an assertion as that. 

Mr. Greene. Then I am thickheaded; I will put myself down as 
being thickheaded, although I do not think I am. 

The Chairman. Here is a condition that I do not beUeve subsidies 
or anything else would meet. For instance, if a hne from Vancouver 
to AustraUa can quote a rate of $1.60 a himdred on lumber or $15 a 
thousand on lumber, the only way Seattle coidd compete with Van- 
couver would be by giving the American lumbermen as good a rate. 
Is not that true ? 

Mr. Greene. Yes; that would be 

The Chairman. And I do not suppose it would make any differ- 
ence, under this bill, a subsidy bill, or any other biU. 
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Mr. Greene. But I am in favor of a subsidy to cover that, and you 
do not provide it here. 

The Chairman. I do hot care how much you would subsidize an 
American merchant marine, it would not affect a situation like that. 
In other words we would have to compete just as we do in transcon- 
tinental rates on the railroads; our American railroads must compete 
with the Canadian railroads. And in the foreign trade, our water 
shippers must have just as low a rate a^ the foreign shipper. 

Mr. Greene. But in their use of the money put in this bill to build 
up a merchant marine, if you used the money in the form of a subsidy 
it would meet the difference. 

Mr. Jacobs. Except to this extent, that under this bill the benefits 
would go to the manufacturers and producers in this country instead 
of goinff to the shipowners. 

Mr. Greene. It does not make any difference who gets it. 

Mr. Jacobs. I think it makes quite a difference. 

Mr. Greene. The difference goes to those who are entitled to it; 
that is what it would be in either case. 

Mr. Hardy. Mr. Jacobs, jou were ask^d by Mr. Edmonds a minute 
ago whether you had one price for 5,000 cans or 5 cans of goods ? 

Mr. Jacobs. Yes. 

Mr. Hardy. Is it not generally recognized there is a big difference 
between a private producer conductmg a private business and a 
quasi public institution Uke the railroads, wnose rates and dealings 
are regulated ? 

Mr. Jacobs. Yes, sir. 

Mr. Hardy. Now. you would not be in favor of a law, nor would 
anybody I know ox be in favor of a law, that would prevent you 
giving drawbacks to customers who traded with you for a whole 
year; there is nothing improper in your case with that. 

Mr. Jacobs. No; ii the law permitted us. 

Mr. Hardy. As a matter of practice, if you see proper to induce 
a man to trade with you during all the year by givmg him back 10 
per cent, you can ? 

Mr. Jacobs. I think there is a law that prevents that now unless 
we do it with all similar customers. 

Mr. Hardy. Do it with all customers. That is not the kind of 
little drawback down in South America we are complaining of; that 
is a very different thing — a drawback from a line and in your indi- 
vidual trade — is it not ? 

Mr. Jacobs. Your question before would probably answer that. 
I will explain the situation in the canning business in California 
to-day. in selling goods, one man will go out and give all the way 
from 5 to 20 per cent private discounts to buvers; and the result is 
if it is a customer of somebody else, thev will give 20 per cent, be- 
lieving that they can do a portion of the business at a loss. Some of 
our concerns will do that m order to get away somebody else's cus- 
tomers. And the result is nobody is «ut)le to make any money. 

Mr. Hardy. Now that conduct has been charged up particularly 
to the Standard Oil people in the sale of oil, to drive out competion, 
and there has been a good deal of agitation for a law and in some 
States a law has been passed requiring the big producers to have a 
uniform price and if they cut the price to drive out competition in 
one place they are required to do it elsewhere. Those are special 
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illustrations of special attempts to curb the power of stupendous 
capital. It has not been applied to the small individuals or small 
enterprises, as far as I know, out this question of railroad regulation 
and ship regulation is the regulation of quasi public carriers — at 
least quasi public. 

Mr. Jacobs. On which the backbone of our coimtry depends to-day. 

Mr. Hardy. And if you do not control them they become an 
imcontrollable monopoly. So it is a very different question when 
they ask you about canned goods and ships. 

Mr. Jacobs. I think so. 

Mr. Edmonds. That might be true as far as corporation lines are 
concerned, but I do not think that would be true as far as a private 
individual owning one or two boats. 

Mr. Hardy. I think you will find, Mr. Edmonds, in the case of 
the pubUc lines, according to our investigation, which you remember, 
tha individual tramp steamer did not have much show to live if they 
set out to kill him. 

Mr. Edmonds. I think your statement regarding a (][uasi bublic 
service might be true as to the lines of a sinrie carrier. This gentleman 
is performing a quasi public service in taKing products and canning 
them. 

Mr. Hardy. Are you opposed to all regulation ? 

Mr. Edmonds. I am simply saying Mr. Jacobs does not know what 
this bill is. 

Mr. HxVRDY. That is not a question; that is argument. 

Mr. Edmonds. He says he wants freight rates positively settled. 

Mr. Jacobs. Yes, sir. 

Mr. Edmonds. The bill does not positively settle freight rates. 

The Chairman. I think he is wrong about that. 

Mr. Jacobs. You mean this last bill, this one I read to-dav. It 
prevents discriminations; that is the principal thing and I think that 
IS a very wise provision. 

Mr. Hardy, les; and it allows the board to fix reasonable rates 
where they have been oppressive. 

Mr. Jacobs. If it does not settle the rates positively, possibly 
that is just as well. I think it is just as well if it does not, if it will 
prevent discriminations; that is the important thing, so that people 
will know what they are paying and that they are not being dis- 
criminated against. 

The Chairman. We sent out, when we were investigating the so- 
called Shipping Trust under House resolution 687, some 2,500 or 
3,000 letters, principally to merchants, exporters, and importers on 
the Atlantic, racific, and Gulf. Their answers were confidential, 
and we classified and discussed them in our report. And that is 
one of the things they said, that they did not know in some instances 
whether they were really being discriminated against or not, but 
they had reason to believe they were and they wanted it stopped. 
So far as everybody being treated alike — so far as that question was 
concerned — thejr did not complain. In other words, it was just like 
it used to be with the railroads, when rebates were granted to the 
big shippers and the little shipper did not get those favors. Now it 
is prohibited on the raUroads and I assume that we would be glad if 
the same thing was true on our water-borne commerce. 

Mr. Edmonds. We asked an association I belong to in Philadelphia 
once whether the members did not think they were being discrim- 
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inated against by the wholesalers and every member said he thought 
he was, but he could not put his finger on it; just exactly as they tell 
you about shipping. 

Mr. Hardy. Don't you think they were right ? 

Mr. Edmonds. I haven't the least bit of doubt some fellow got it 
on some line where another fellow got it on another. 

llj. Greene. How many canning companies are there on the 
Pacific coast ? 

Mr. Jacobs. There are 8 or 10 large concerns and probably 30 or 
35 smaller concerns. 

Mr/ Greene. How long has yours been a large concern? 

Mr. Jacobs. We are the largest concern in existence in California 
and we would have been out oi business long ago if it was not for our 
trade-mark. 

Mr. Hadley. The canneries you speak of are the fruit and vegetable 
canners ? 

M^:. Jacobs. Yes. We have been in business since 1880, our con- 
cern. I went in there in 1880, 35 years ago the 1st of February. 

Mr. Greene. How do these other people in the business Uve; have 
they trade-marks, hke yourseM ? 

Mr. Jacobs. No, sir. 

Mr. Gre]|[ne. How do they manage ? 

Mr. Jacobs. They don't manage. The small concerns keep start- 
ing up and going out every vear. Half a dozen concerns start up 
every year, and are wiped right out. The farmers contribute capita 
to them and at the end of me year it is all gone. Sometimes they 
contribute for two years and then wind up and assess the farmers for 
for their loss and the machinery is broken up. 

Mr. Greene. Why do the farmers do that ? Do you oflFer so low a 
price for their products they can not afford to sell to you ? 

Mr. Jacobs. Sometimes 1 imagine that is the case; or they find they 
can do better by selling themselves. 

Mr. Greene. You run a combination of farmers 

Mr. Jacobs. We haven^t any combination, 

Mr. Greene. A quasi public corporation formed for the benefit of 
the .people, and you want the Government to benefit the people? 

Mr. Jacobs. We have no combination. 

Mr. Edmonds. I think I will take up that bill of mine for having 
Government canneries. 

Mr. Jacobs. The smaller concerns are up against it on a ^eat 
many propositions. Formerly they were up against high rai&oad 
rates — the Uttle concerns in the State — then again they are up against 
the special discounts, as I was telling you, and they operate so that 
the small concerns without a reputation for their goods can not sell 
them. 

Mr. Greene. Do you make any special discounts ? 
: Mr. Jacobs. Certainly we do. We have to or we would not be 
in business. We don't want to do it, though. 

Mr. Greene. I thought you carried on a high plane of morality 
and justice. 

Mr. Jacobs. The Federal Trade Commission is in San Francisco 
how, at least, I saw their representative from Washington — I have 
his card here — ^who was investigating that very thing. He came to 
me, and I said, ** There are the books; you can go at them and satisfy 
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yourself." But.he asked me whether we were giving special di»: 
counts, and I said why certainly we were, because others were doing 
the same thing, and we had to ^o it or lose our trade. I will tell you 
we lost customers we had for 25 years, even for this special trade- 
mark, because they had been otfered the goods by some of our 
competitors at a price and special discounts away below what -w-e 
could afford to pack the goods for, and we just lost the business. 

Mr. Edmonds. We are trying to get out a bill that will take care 
of our merchant marine without injuring business; that is what .'we 
are hunting for. 

Mr. Jacobs. Yes. 

•Mr. Edmonds. The same class of competition met in the canning 
business is met here, and therefore when we get out a bill we must 
get it in such shape that it won't injure the merchant marine. 

Mr. Jacobs. You do not think a subsidy is going to regulate that 
at all ? It will just help make some of those steamship owners get 
more thaa they are getting now. 

Mr. Greene. What are you going to do with this $50,000,000 in 
the biU ? 

Mr. Jacobs. I believe if the whole $50,000,000 is lost and you can 
get an American merchant marine that will open up opportunities 
to the markets of the world, it will be worth $200,000 a year to this 
country, even if you lost $50,000,000 a year in doing it. You may 
call that a subsidy, but it is of some value to the business interests 
of this country; whereas a subsidy to the steamship owners I do 
not believe would be of any value to the business interests of the 
country. 

Mr. Greene. Of course, that has not been decided; that is a iiew 
idea and has not been decided. 

Mr. Hadley. Where are your principal markets? 

Mr. Jacobs. In England. 

Mr. Hadley. And wno are your principal competitors i Have you 
any foreign competitors in the same markets ? 

Mr. Jacobs. Oh, yes. 

Mr. Hadley. Where are they located principally ? 

Mr. Jacobs. In California. 

Mr. Hadley. I mean foreign competitors. 

Mr. Jacobs. Oh, we have foreign competitors in the English miar- 
ket; but of course we have a preference because we have a trade^mark 
that they want; otherwise we would be out of business. 

Mr. Greene. What is the nature of your trade-mark; what is its 
value? 

Mr. Jacobs. It has been in existence for over 35 years, since ive 
started in 1880 ; and the English people when they start in buying any- 
thing that is satisfactory to them, you can not get them to change, 
that is all — like any other business. And we can get living prices 
out of those goods; we do not have to meet that kind of competition 
we are confronted with in this country as the most of them nave to 
meet it. 

The Chairman. We are very much obliged to you, Mr. Jaeobs, tof 
appearing. 

(Thereupon, at 8 o^eloek p. m., ifae comitiittee adjourmed uattl 
Tuesday, April 18, 191«, at 10 o'clock a. m.) 
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Committee on the Merchant Marine and Fisheries, 

V House of Representatives, 
Waahmgton^ D. C, Tuesday^ April 18^^ 1916. 

The committee met at 10 o'clock a. m., Hon. Joshua W. Alexander 
(chairman) presiding. 

The Chairman. The hearing to-day is set at the request of the 
representatives of the Chamber of Commerce of New York on H. E. 
14337, which the committee has under consideration, which it is sug- 

fested be substituted for the provisions of sections 9 and 10 of 
L K. 10500. 
Who will be heard first ? 

STATEMENT OP ME. IRVING T. BUSH, OF NEW YORK, N. T., 

PRESIDENT OP THE BUSH TERMINAL CO. 

Mr. BtJSH. I will speak first and introduce the other speakers. 
The Chairman. Who else will speak ? 

Mr. Bush. Mr. Franklin will be the second speaker, Mr. Sherman 
will be the third, and Mr. George. S. Dearborn will be the fourth. 
Mr. Dearborn will be followed by Mr. Kirlin. 
The Chairman. You may proceed. 

Mr. Bush. Mr. Chairman and gentlemen, I wish to make one or 
two points clear at the beginning of our testimony. The committee 
of which I am chairman of the Chamber of Commerce of Jfew 
York is empowered only to speak upon shipping matters pertaihing 
to tHe foreign trade. 

In bill H. R. 14337, which is before us to-day, there are a number 
of sections which will apply, if passed, to the interstate trade, but 
our committee, as a whole, will have nothing to say upon those sec- 
tions, because we are not empowered by the chamber of commerce 
to speak upon them. 

Mr. George S. Dearborn, president of the American-Hawaiian 
Steamship Co., who is a member of our committee, will speak in his 
turn, as an individual, and as the president of his company, upon 
those sections. 

I also wish to make it clear that in appearing and giving our sug- 
gestions upon this bill, we have not changed our views as to the 
desirability of the measure which was introduced by Mr. Rowe 
and which was prepared by the Chamber of Commerce of the State 
of New York, or of the desirability of the suggestions which were 
submitted by Mr. Kirlin, who is counsel to our committee. 

As to the substitution for the regulatory provisions in House bill 
10500, we have prepared here a number of suggestions, amounting 
to about 21, which, for the purpose of the record, I will introduce, 
but I will not attempt to speak upon more than three of them, the 
three which we consider fundamental; and leave to Mr. Kirlin. 
when he speaks, the duty of describing the other changes. Many of 
the changes are technical in nature (the introduction of a work or 
the substitution of a phrase) and he, in his turn, will point out the 
reasons why the changes are suggested. 

Before speaking of the three fundamental points which I have in 
mind, I would like to say, as I am very sure has occurred .to the 
mind of everyone here, that we are making history very rapidly in 
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shipping matters, and the point of view of our committee would, 
perhaps, be different to-day if we had commenced to study this 
problem previous to two years ago when we first undertook the work. 
At that time we were profoundly convinced that it was necessary 
to offer some inducements to American capital to invest in American 
vessels ; but the wealth of this country has been added to so rapidly 
by the enormous exports during the war and bv the splendid eco- 
nomic conditions of the country that^ instead of needing any great 
inducement to American capital to go into the construction of Ameri- 
can flag ships, it has seemed to us that it would be sufficient to have 
a general air of encouragement surround the shipping business. 
And even that view has been changed by some of the members of 
our committee. 

And while I am not empowered to say this for our committee, I 
have heard a great many experienced and important steamship men 
say that at the present time the condition has so changed that if no 
legislation could be enacted they believe the shipping problem would 
take care of itself. It is perhaps my own view that tne condition has 
so changed that instead of needing an inducement to American capital 
to go into the construction of American-flag ships on the basis of a 
friendly attitude on the part of the Government, tiiat it will be 
sufficient to have an attitude which the steamship men would in- 
terpret as not unfriendly. I do not use that phrase in any sense 
which could be objected to by any man here, for we are perfectly 
certain that every member of your committee is entirely friendly to 
an American merchant marine; but it is a question of what the 
steamship man or possible investor in a steamship property would 
consider as possibly unfriendly to his investment when made. And 
it is our fear that something may be done by Congress which will 
have a deterrent .effect in preventing us from taking advantage of 
this first great opportunity which we have had, really, to do some- 
thing substantial and constructive toward putting on the great 
high seas a merchant marine under- the American flag which hais 
caused us to scrutinize with such great care all of the provisions in 
this bill which we are considering to-day. 

The deterrent force which is operating, it seems to me, both on this 
side of the water and on the other side, toward building up a 
merchant marine either under our own flag or the flags of the great 
belligerent powers, is fear. On the other side they fear the after- 
math of the war and the great burden of taxation which may be 
placed upon that property there. And the Englishman or any of the 
belligerent investors in ship property who considers putting his 
money into vessels at the present time faces the problem of what 
the burden of taxation is going to be to him as a vessel owner after 
the war is over. That may be a source of comfort to us on this side 
of the water, because any additional burden of expense, whether 
operating cost or taxation expense,* is ailother step toward equaliza- 
tion of operating cost which we, as a committee, feel is essential 
before anything constructive or permanent is done in th6 upbuilding 
of our merchant marine. 

On this side of the water the man who is considering investing 
money in vessel property is confronted also with fear, and the fear 
is the uncertainty of possible Government competition, and also 
the uncertainty of the danger of competition which he must face 
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when, after the war is over and the great tonnage which is now 
used for naval and military purposes comes back into the world com- 
petition. And it is not, gentlemen, it seems to me, the question of 
what is the intent in your mind, for we are convinced that your in- 
tention is to do everything possible to stimulate the upbuilding of a 
merchant marine, but it is a question of what is in the mind of the 
man who stands upon the threshold of possible investment in 
American tonnage and is deciding for himself the question of 
whether or not he shall invest his money in a steamship property* 

I think my own case may be a fair statehient of the mind of the 
average investor. At the present time I have not any investment in 
vessel property, although I have been closely associated with vessel 
owners and the shipping business. I have considered a number of 
times during the past year whether I should invest some money, 
which I was fortunately in a position to do, in a steamship property* 
But I have yet no interest in that class of property, and I know, in 
my own case — and I say it with perfect sincerity — that the deterrent 
force has "been the fear — or lack of knowledge, at least — of what 
the Government was going to do in the way of regulating the rates 
and the possibility of Government competition with privately owned 
steamship property. 

When the Alexander bill was introduced in the last Congress, the 
gentlemen whose names were most closely associated with the meas- 
ure made repeated utterances to the effect that the reason it was neces- 
sary that the Government go into the ownership and operation of 
vessel property, was because private capital was 5oing nothing; and, 
as I had the privilege of pointing out to your committee, at that time 
private capital was doing nothing in any line of business; private 
capital was paralvzed. But since that time the country has become 
more confident of the future and private capital has oecome active 
in all lines, and it has for the first time taken an interest in the de- 
velopment of ship property; private capital has filled the shipyards 
of this country with orders for merchant vessels. And it seems to me 
that the arguments which were advanced then for the Government 
ownership and operation have ceased to be of force at the moment, 
and I wonder sometimes very seriously whether this is not a time for 
us all to stop, look, and listen, for the Government to consider 
whether the premises upon which we began the investigation of this 
great subject two years ago have not so radically changed that the 
country, as a whole, will be better off if our own bill, formulated by 
the chamber of commerce, is not torn up and the Alexander meas- 
ure is torn up and the development of tne merchant marine left to 
work out its own destiny until we can see more clearly what is 
needed. 

I wish to say, however, we stand absolutely behind our own meas- 
ure because we believe that is absolutely automatic; that if condi- 
tions equalize themselves, as it seems probably they may to a very 
large degree, the operation of our bill absolutely ceases, and it is 
only called into enect again when a difference in operating costs 
arises. It is not like an ordinary subsidy, where the subsidy is paid 
irrespective of whether there is a difference in operating cost or not. 
It would only be paid when there is a difference in the operating 
cost. And if my thought is at all correct that the burden of taxation 
on vessel properties owned by the great belligerent nations is to be 
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heavy after the war, it would seem to me there may be a very great 

Srobability that the increased taxes of Europe will to a very large 
egree, perhaps entirely, offset the increased operating costs of vessel 
property in this country, which our investigations showed were not 
so great as is sometimes supposed. 

I will speak very briefly of the three fundamental suggestions 
which I am to cover in my statement, and then I will introduce Mr. 
Franklin as the next speaker, and leaving to Mr. Kirlin the covering 
of the detailed suggestions which are to loUow. 

The first thought which I wish to advance, or the first suggestion, 
is that there seems to be running all through this bill, a power or 
investigation without any sworn complaint having been filed. 

The burdens of ordinary business are sufficiently great to encounter 
for the business man who is struggling for success, without having 
hanging over his head an investigation of all of his private affairs 
being started because of the whispered comment of somebody who 
may have some particular grudge against his business. That power 
vested in a commission of this kind, which can start an investigation 
which will not only take a great deal of his. time, but which might 
reveal, unfortunately for him, a great many of his business secrets 
which are properly kept in the confidence oi his own office. We be- 
lieve no investigation should be started without a sworn complaint 
of somebody who has a real interest in the matter. We do not think 
that it is within the province of the Government or within the prov- 
ince of a commission of this kind to aid in an introduction of trivial 
complaints; that if a man has had an injustice done him, that that 
injustice should be corrected, but if he has not sufficient courage or 
not sufficient interest in the matter to file a sworn complaint which 
will definitely state his grounds for complaint, we do not think he 
should be considered. A man in beginning an ordinary action in 
civil litigation has to swear to his complaint, and we do not think 
that the trivial complaint, the half-whispered insinuations which 
would sometimes start a Government investigation, should be en- 
couraged by a board of this kind. We therefore believe and hope 
that your committee will take the view that the power to start an 
investigation without a sworn complaint should be eliminated from 
the bill. 

The Chairman. You mean to say that the board should not have 
the power to start this investigation on their own initiative? 

Mr. Bush. We do not think the board should have the power to 
start an investigation unless a sworn complaint has been filed. 

The Chairman. These provisions are taken in turn from the in- 
terstate-commerce law. Is that power abused now by the Interstate 
Commerce Commission? 

Mr. Bush. I am not in a position to say whether it is abused or not. 

The Chairman. The exact language of the interstate-commerce 
law as to the power vested in this board is the power now vested in 
the Interstate Commerce Commission. 

Mr. Bush. I am not sufficiently familiar with the interstate- 
commerce law to, perhaps, discuss that intelligently. But we be- 
lieve there is a very great difference between regulations which 
should surround interstate commerce, where it is entirely without our 
own country and where the entire control is vested in the Interstate 
Commerce Commission and regulations which should surround ocean 
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dipping which is not within the confines of our borders and not even 
within the ownership of our own people. And while I would prefer 
not to be drawn into a discussion of the interstate-commerce act, with 
which I am not familiar in detail, we do maintain it is suflScient at 
the present time to suggest that your ship industry is not developed 
and built up as is the case with the 'railroads, and you are trying to 
frame laws which will encourage the development and building up 
of our merchant marine. And until that has been accomplished and 
until we have a merchant marine on the high seas and until it has 
been demonstrated that there is a necessity for regulation of this 
character, we believe it will be more helpful — and we believe that is 
the aim of this committee-^if it is said to the man who is investing 
money in steamship property that he is not going to take the chance of 
having all his private affairs investigated at any time upon the 
initiative of this commission, and that they can only be investigated 
and brought into the public light if some one takes a sufficiently 
definite interest in them to come forward with a sworn complaint 
that he has done something that requires investigation. And if that 
is done, we believe he should be investigated. 

The second subject which I shall cover is the matter of regulation 
of rates. We do not believe this commission should be given the 
power to regulate rates except to the extent of the prohibition of 
unfair practices. We believe it is impossible to regulate rates with 
any degree of fairness. It may be that this committe has within its 
knowledge some facts of which we are not in possession, but the 
steamship men who are a part of our committe fail to se any way in 
which a fair rate can be established by a commission of this charac- 
ter. The character of vessels differs; their costs differ, and the 
rate which might be established for one class of vessels would be 
entirely improper for another. 

Vessels which w^ere constructed before the war cost perhaps $40 
or $50 per ton ; some of the vessels which are constructed to-day will 
cost $150 a ton; and if you are going to base your rates upon the 
earning power of a vessl it would manifestly be unfair to establish 
the same rate on the vessel which cost $40 a ton and the vessel which 
cost $150. 

Vessels are built to carry different kinds of cargo; some are built 
to carry heavy cargo, some light cargoes, and they are entirelv dif- 
ferent. And we fail to se how it is possible for any commission to 
regulate with any degree of fairness rates of that character, and we 
believe that the welfare of the people, which is the first consideration, 
is sufficiently safeguarded by a provision which gives the board the 
power to prohibit any unfair practices and to say that they can 
collect a fine from any one who is guilty of unfair practices. 

Mr. Saunders. We appreciate the force of what you say. What 
particular provision of the bill do you have in mind that would 
bring about those results? 

Mr. Bush. We have drawn here a short section 

Mr. Saunders. No; I mean to what particular section of the bill 
do your remarks refer? 

Mr. Bush. As I was about to say, we have drawn here a short 
section to take the place of sections 4 and 5 of your bill. 

38534—16 5 
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The Chairman. Mr. Saunders would like you to point out in sec- 
tions 4 and 5 where this would happen. 

Mr. Saunders. You indicated there was a possibility of trouble ? 

Mr. Bush. Yes. 

Mr. Saunders. Is there anything in our bill to create the situation 
which you indicate? 

Mr. JBush. I think there is. We will turn to section 5, if you 
please, on page 9. It provides in your bill — 

That whenever, after full hearings upon a complaint, or under an order for 
investigation made by the board on its mvn initiative, the board shall be of 
opinion that any rates or charges demanded, charged, or colected by any com- 
mon carrier by water in foreign commerce are unreasonably high, or unjustly 
discriminatory between shippers or ports, or unjustly prejudicial to exporters 
of the United States as compared with their foreign competitors, or represent 
an unjust relation between classes of commodities, the board is hereby em- 
l)Owered to determine and prescribe what shall be the just and reasonable, rates 
«nd charges to be thereafter observed as the maxinmm to be chargetl, and to 
make an order that such carrier shall cease and desist from publishing, de- 
manding, or collecting any rate or charge in excess of the prescribed maxi- 
mum, etc. 

I won't read the whole section, because I think I can make our point 
clear already. We believe, in the first place, that beginning again at 
section 5, that whenever, after full hearing upon a sworn complaint. 
We believe, for the reason which I have already stated, that a man 
who makes a complaint should make it in public and swear to his 
complaint. 

Then, we prefer to strike out " or under an order for investigation 
made by the board on its own initiative," for the reason which I have 
already given. And then we continue : 

* * * the board shall be of opinion that any rates or charges demanded, 
charged, or collected by any common carrier by water in foreign commerce are 
unjustly discriminatory — 

Leaving out " unreasonably high " — 

* * * are unjustly discriminatory between shippers or ports, or unjustly 
prejudicial to exporters of the United States as compared with their foreign cona- 
petltors, the board Is hereby empowered to alter the rates or charges demanded 
to the extent necessary to correct such unjust discrmlnatlon or prejudice and to 
make an order that such carrier shall cease and desist from such unjust dis- 
crimination or prejudice. The board Is hereby also empowered upon sworn 
complaint, after full hearing, to determine, prescribe, and order enforced just and 
reasonable regulations and practices relating to or connected with the receiving, 
handling, storing, and delivering of property by any such carrier. 

Our point being that we have no objection to the board having the 
power to prohibit unjust and discriminatory rates or practices be- 
tween shippers or anything which will be discriminatory or unjust 
as between the commerce of this country and the commerce of other 
countries. We do object to the power being given to the board to 
determine what shall be a fair rate or whether a rate is unreasonably 
high or not. We believe that so long as the rate is fair as between 
all the shippers and no prejudice is done to the commerce of this 
country as against the commerce of other countries, that the interest 
of the public welfare is entirely safeguarded ; that there is no way in 
which this board or ally other board can determine what shall be a 
fair rate when it covers* vessels of perhaps a hundred different types, 
carrying different cargoes, and of vessels of different costs. 
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Mr. Saunders. Just a word in that connection. You think, as a, 
matter of sound public policy in the United States, for instance, the? 
railroads ought to be allowed to charge unreasonably high rates'^ 
lieaving out for the present the difference between interstate railroad 
transportation and commerce on the high seas, do you think the rail- 
roads ought to be allowed, in the interests of public policy, to charge 
unreasonably high rates ? 

Mr. Bush. I think it is the established policy of the country that 
the railroads shall not be so allowed. 

Mr. Saunders. That is controlled by a commission ? 

Mr. Bush. That is controlled by a commission. 

Mr. Saunders. In other words, that the Government is allowed to 
apply the law of reasonableness to railroad transportation, forbid- 
dmg the railroads, if they had the opportunity to do it, from charg- 
ing unreasonably high rates ? 

Mr. Bush. Yes. 

Mr. Saunders. That is a matter of administration in the hands of 
the Interstate Commerce Commission? 

Mr. Bush. Yes. 

Mr. Saunders. Now, having in mind the traffic on the high seas, 
which it is proposed to have controlled by a board, why should a 
man engaged in traffic of that sort be allowed to charge unreasonably 
high rates, and why would not a board, composed of the same type of 
men that compose the Interstate Commerce Commission, be as well 
able to apply the law of reasonableness to the traffic on the high seas 
as to traffic on the railroads? What is there to hinder them from 
doing it ? 

Mr. Bush. I think the difference is that on the railroads you are 
hauling a train of cars made up of small units, where the fixed operating 
cost is more or less permanent and more or less easily determined. 
It is a very difficult thing to determine even in the case of the rail- 
roads. But where you are operating vessel property, where, perhaps, 
one man may own one ship — ^that may be the extent of his invest- 
ment — ^unlike the New York Central or the Pennsylvania Railroad, 
where the law of averages is spread over thousands and thousands of 
cars, he has one property. I do not like to answer questions in the 
Irish fashion, but I would like to know first how are joii going to 
determine the reasonableness of the charge — are you going to base it 
on the return on the investment? If you base it on the return on the 
investment, how are you going to protect the man who has a boat 
for which he has paid $140 a ton as against a man who has paid $40 
a ton? 

Mr. Saunders. Taking up the suggestion that you make, which is 
a perfectly fair and legitimate one, you suggest difficulties rather 
than a possibility. It may be that all of those elements and those 
factors you speak of ought to enter into the determination by the 
board, but that does not make it impossible for them to arrive at a 
determination. For instance, it is a perfectly plain proposition, 
after you have all the factors before you, it seems to me, to ascertnm 
whether a man in this business is making more profit than lie reason- 
ably ought to be allowed to make at the expense of the public. 

Mr. Bush. I think I should rest our objection to that upon two 
points 
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Mr. Saunders. Just let me finish that in connection with tlie dif- 
ferent costs of the vessels you speak of. That would be fairly con- 
sidered, of course, by the commission. But when that is fairly con- 
sidered why would not a mind that is capable of suggesting the dif- 
ficulties' and appreciating them be able to arrive at a just couclusion? 
rt is mereJy u])on o new state of fact&or a new equation that the ap- 
plication of the law as to reasonableness is made and why can not 
that bo done ? 

Mr. Bush. I can only answer that by saying we searched the minds 
of the steamship operators in New York and have not been able to 
find that mind, although it may exist ; but we have not been able to 
find a mind which can suggest a way by which all those different 
difficulties can be overcome. It is no secret I am personally not an 
experienced steamship man, but we have men here who are per- 
fectly capable of giving direct answers to questions of that char- 
acter. I should rest my own answer upon two or three points. In 
the first place, I would again like to make the point that we have 
not a merchant marine as we had a railroad system when we began 
to regulate the railroads. One of the most important things is that 
in enacting restrictive legislation it is going to discourage American 
investors from going into the steamship business. I think that the 
thought in his mind that if he invests half a million or a million 
dollars in one steamer, that the entire earning power of that steamer 
is going to be in the hands of a board of eminently just and fair- 
minded men, but not men experienced in the steamship business; I 
think that fact itself is enough to prevent me, at least, from going 
into the steamship business, and if it prevents me, I think it will pre- 
vent a great many others from doing the same thing. 

Mr. Saunders. You are afraid that some board might exercise 
these powers to discourage American commerce — ^which, it seems to 
me, would hardly be a reasonable or a likely thing for it to do — ^if 
vested with powers which will enable them to control foreign com- 
petitors in the interest of American shippers and the capitalist who 
is disposed to invest his means in American ships. You suggest, 
which is true, that we are building up an American merchant marine. 
Is it not fundamental to that process of building it up that you 
should have some way of holding a restraint over this foreign com- 

Eetition? That is an essential factor in the upbuilding of this 
udding merchant marine of America on the high seas, it seems to me. 

Mr. Bush. We have no confidence that this country can legislate 
our foreign competitors oilt of business. 

Mr. Saunders. We do not propose to do that. 

Mr. Bush. We believe that all business must ultimately rest upon 
equal conditions, and when equal conditions have been established 
it depends then upon the energy and enterprise of the men con- 
ducting the business. 

Mr. Launders. I believe that is fundamentally true. 

Mr. Bush. We believe that fundamental theory which has to un- 
derlie the establishing of an American merchant marine is the equal- 
ization of conditions, and we do not believe you can create that by 
legislative means. 

Mr. Saunders. Let us see about that. Is not one of the difficul- 
ties — certainly developed, we thought, in the investigation made 
some years ago by this committee — the fact that there are practices 
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among the foreign trades, among the merchant marine and the capi- 
tal of foreign countries invested in the merchant marine, that are to 
the distinct prejudice and disadvantage of the capitalists of this 
country seeking to go intb that business with American ships? 

Mr. Bush. If you refer to rebates and fighting ships, and prac- 
tices of that kind, we believe those practices have existed. 

Mr. Saunders. Have existed? 

Mr. Bush. That at the present time, very largely, they do not 
exist, but they may come back. 

Mr. Saunders. If we can curb them, is not that an advantage to 
the American capitalist? 

Mr. Bush. We believe the power should be given to this board to 
regulate to the fullest possible extent in the interest of fair play 
and in the preventing of anv discriminatory practices or any unfair 

gractices; but we have not been able yet to see a way in which can 
B deten^ed what is an imiustly and unreasonably high rate, and 
we came down here with a luU desire to learn of such a way if it 
does exist. 

Mr. Saunders. I perfectly understand that, and that is the reason 
we are talking over these problems with you now. But you know 
it is only the maximum rates our bill refers to, while in the regula- 
tion of railroad rates, in the interstate-commerce law, it is both maxi- 
mum and minimum rates. I refer to line 21, page 9. 

The Chairman. You speak about the difficulty of determining 
what will be a reasonable rate. Does not the Interstate Commerce 
Commission have that same problem to solve ? It costs twice as much 
per mile to build some railroads, or many times more to build some 
railroads, than it does to build others; yet they do not allow one 
rate on a railroad which costs so much more to build and maintain 
than they do on the other. Don't they take all those factors into 
consideration in determining what is a reasonable rate on the several 
lines ? 

Mr. Bush. I think all those things are spread out on the railroads 
by the law of averages. 

The Chairman. I suppose that would be true in the merchant 
marine, too, would it not? You would not expect because a man 
paid $150,000 a ton for his ship and the other paid $50 a ton, that 
the first man should charge three times as much ? There would have 
to be an average, otherwise the man who paid the higher price in 
the business could not compete with the man who had the cheaper 
ship. 

Mr. Bush. I was speaking not so much of the average in the 
cost of construction as I was of the average of operating conditions 
on the railroad, that is spread over the handling literally of hundreds 
of thousands of cars. But here, you have running between this and 
any given European port such a steamer as Mr. Franklin operates, 
perhaps, capable of carrying 20,000 or 25,000 tons of freight, and also 
the small steamer capable of carrying 3,000 tons. They are running 
in exactly the same service. We are not willing to admit the theory, 
although we admit the intent is there to do justice, that it can be 
done fairly ; we are not willing to accept the statement that it can be 
done simply on faith in encouraging the upbuilding of a merchant 
marine^ until it can be shown how it can be done. Our theory that 
this thmg would be done or that thing can be done is a matter of 
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speculating on business conditions, and very often when you are 
confronted with the actual necessity of showing how to do it it is 
quite a different matter. Before you gentlemen prescribe laws which 
will give anyone the power to make such drastic regulations of the 
earning power of vessel piroperty, we think it is uj) to you, before 
you pass such a law, to show us a reasonable way in which it can 
be carried out. And so far that has not been done. 

Mr. Hardy. Do you think in the interests of the welfare of the 
whole people that an established line, for instance, like the Pacific 
Mail, running to the Orient from our western coast, having a patron- 
age which makes it splendidly prosperous, should be allowed to 
double the rates on their freight without any power in existence 
to say, " You shall be somewhat reasonable to the public," and to 
prescribe a maximum ? That is all this bill does. Here is a rate on 
this line that has been perhaps increased 1,000 per cent because busi- 
ness conditions permit them to do it and the trade is bound to submit. 
Ought there to be nowhere under the sun a power to restrain the fear- 
ful grasp that uses such conditions to oppress the people? 

Mr. Bush. Those conditions are conditions which are the result 
of an emergency. 

Mr. Hardy. Granted. 

Mr. Bush. And if you attempt to legislate for emergency condi- 
tions for established lines and which are going to be in force for 
all time, I think the chances are you will do a greater injustice 

Mr. Hardy. You do not establish rules to be enforced for all 
time further than you establish a power which shall be in force 
for all time which will prevent this robbery for all time. Is your 
answer that there shoula be nothing? Is your position that there 
should be nothing to prevent that? 

Mr. Bush. Our answer and our position is that the power should 
not be granted, that there should be no power of that kind granted 
until you can show the business public how jou can fairly apply it. 

Mr. Hardy. Does not the present condition and the condition 
which has existed for nearly a year and a half, show that there comes 
a time when the helpless public needs a power in the hands of a 
restraining board which prevents oppression? 

Mr. Bush. It would be my answer to that, Judge Hardy, if that 
power had been vested in the Government to-day, that the American 
shipper would have to stand on the seaboard with his wares and the 
ships would be employed in other trades; that the owner of the 
steamship, which is not like a railroad that has to run between two 
fixed points, is free to move upon its own bottom anywhere in the 
world. In the present condition, unless people who ship goods from 
America are willing to pay the rates of the world, the American 
shipper will be without ships, and no greater injustice could be done 
the American producer than just such legislation as you are suggest- 
ing now. 

Mr. Hardy. On the other hand, you thing on those goods from 
here that have to be transported, that the ship carrier, knowing they 
have to be transported, should be permitted simply to charge any- 
thing he pleases? It is taking advantage of necessity. 

Mr. Bush. I do not think I agree with you on that, Mr. Hardy. 
I think the American people must pay the competitive rate for ocean 
tonnage. 
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Mr. Hardy. Is not the European country bound to have her food 
supplies ? 

Mr. Bush. What is that? 

Mr. Hardy. Is not the European country bound to have her food 
supplies? 

Mr. Bush. It is bound to have its food supplies; but we are not 
the only producer of food supplies. 

Mr. Hardy. But we are the only adequate supplier now (possibly 
we are not the only supplier) not only of food supplies but of other 
supplies. It simply seems to me that it gets down to the question 
of whether there ought to be any power anywhere to prevent mo- 
nopoly, because it is a question of preventing monopoly. If com- 
petition was free, I do not think there would be any need of it; but 
{'[ou are aware that our investigation demonstrated the great ship 
ines were all in combinations and up to the present time they have 
had the power, whenever conditions arose, to fix arbitrarily just 
such rates as they thought proper. 

Mr. Bush. My own view. Judge Hardy, is that, broadly speaking, 
spread over a long period of years, there is no industry in the world 
which is so regulated by the law of supply and demand and com- 
petition as the steamship industry. There have been special cases 
where there have been combinations in that trade, as there have 
been in all other trades, but just as soon as a combination is estab- 
lished in the ocean-carrying trade, which produces an unduly high 
rate, there are other vessels, as there are always in normal times, 
that are capable of carrying the cargo, those vessels would be di- 
verted into that trade in a day's time. You do not have to build a 
road or a concrete factory, but merely to transfer it, and instead of 
sending the ship from Boston to South America, say, to send it from 
Boston to London. 

Mr. Hardy. To give you an illustration of that kind, I will apply 
it to a little town in my own State, which undertook to charter such 
a vessel because they were charged just such rates. They sent that 
vessel to Baltimore to secure a cargo. They knew that if the rates 
charged by the combination were lived up to, that vessel would pay 
and would make an ample and magnificient return on the investment; 
but before the vessel got started here was a fighting ship that the 
combination sent along. 

Mr. Bush. That, understand, we approve of — eliminating fight- 
ing ships. 

Mr. Hardy. I understand you approve of eliminating fighting 
ships; but if we go down to South America that fighting ship will 
drive them out of business. And it is apparent that, without any 
restraint at all, the big combination will drive all competition out 
of existence. And in that connection South America and other con- 
ditions might be gone into. So that to-day the combination is left 
to fibK just such rates as they see proper, and you have not the com- 
petition of the law of supply and demand of which you speak. 

Mr. Bush. I think that at heart we have absolutely the same thing, 
and the only difference in our conclusion is we conclude we should 
eliminate all unfair practices, including fighting ships, rebates, or 
any discriminatory practices ; but we do not believe that the power 
to regulate as to what is a reasonable rate should be given to this 
hoard until the gentlemen who frame that legislation can say to us 
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definitely and clearly just how you can determine what is a reason- 
able rate and upon what basis. 

Mr. Saundebs. Just in that connection, let me ask you a question 
suggested by some of the facts that Judge Hardy brought out, be- 
cause we want to get at our respective points of view in this mat- 
ter. Suppose you were on this board that it is contemplated be 
created, and we are dealing with present conditions: Is it your judg- 
ment that the American producer is not to-day or within the past 
12 months has not been paying unreasonably high rates? 

Mr. Bush. I do not believe the American producer has ^ had to 
pay the rates; I think it has been the foreign buyer who has had to 
pay the rates. 

Mr. Saundebs. Of course that gives rise to the old argument as to 
which end of it pays the freight. Then we will say somebody in 
the business. Is it your idea no unreasonable rates have been paid 
on shipments from tlie United States ? That will eliminate the ques- 
tion of who pays it. 

Mr. Bush. It would be my personal opinion, speaking as an indi- 
vidual alone, that some of the rates which have been charged have 
given a very large profit to the steamship owner. But I think that 
has been due to the fact that the vessels could only be persuaded to 
go into this trade if they were permitted to charge the rates which 
gave them such earnings, because if they had not been able to charge 
such rates they would hav^ gone into other trades. And I further 
believe the burden, if it has been a burden, has not rested upon this 
country but has rested upon the foreign countries. 

Mr. Saundebs. I eliminated that feature. 

Mr. Bush. Mr. Chairman, I do not wish to decline to answer fell 
these questions ; I want to give all the information I can ; but as I 
have frequently stated, I am not a steamship man. I am here, 
primarily, because I am not; I am merely neutral in these matters 
and as a neutral 'was appointed chairman of this committee. We 
have with us gentlemen who are very much more able to answer 
these questions and give more enlightenment than I can. 

Mr. Saunders. I understand, but I want to follow that up a little. 
1 asked you, as a matter of fact, in vour judgment, if shippers from 
this country had not paid unreasonable rates and your answer to that 
was there had been some of those ships that had returned a verv 
gi-eat profit to the people who received those rates. Now, I think 
we all agree that there was a certain volume of commerce that con- 
ditions of trade made it absolutely necessary to move from this 
country. It is true, ^idently, that there is a great volume of stuff 
in this country and that conditions were such that it had to go to 
those countries. 

Mr. Bush. If that is so. 

Mr. Saunders. Is not that so? 

Mr. Bush. I think that is so; if it is so, what injustice is done to 
this country if it is moved and they pay the expense of moving it? 

Mr. Saunders, Then you come bacK to this proposition, that all 
those gigantic rates, of which these people are complaining, have not 
been really an injustice to this country ? 

Mr. Bush. I think in many cases they have not been an injustice 
to this country. I have not had the privilege of hearing all the com- 
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plaints you have heard; but I think in many cases I have heard of 
the entire burden has been borne abroad and in many caises the Ameri- 
can steamship owner has reaped a very large profit which has come 
into this country and stimulated industry in this country. 

Mr. Saunders. You say in the main these very high rates have not 
been a disadvantage to the people of this country, but a distinct 
advantage ? 

Mr. Bush. I think in the main they have stimulated the upbuild- 
ing of the merchant marine; that they have been a stimulus to the 
upbuilding of our merchant marine and have done a great deal more 
than our bill or vour bill could possibly do. 

Mr. Greene. Are not the prices on merchandise shipped from this 
country made in this country before the shipment goes to the other 
side and paid for before it is delivered on the other side, or payment 
arranged for ? 

Mr. Bush. I think that is a correct statement. 

Mr. Greene. That is the party who has grain to sell, or any kind 
of merchandise that goes abroad, names the price that he will sell 
for and then the man who buys the material, or his agent here, pro- 
vides for the means of shipment? 

Mr. Bush. I think, broadly speaking, if you can make anv gen- 
eralization, that is true. I would except, perhaps, the price or grain 
where it is perhaps regulated by the gram producing countries of 
the world, and certain other great commodities of that kind, where 
the price of grain here must be determined by the amount of export 
grain from Argentina, Russia, and Austria. But, broadly speaking, 
taking manufactured articles, I think your statement is correct. 

Mr. Greene. The price of grain is nxed before the grain leaves 
here and determined? 

Mr. Bush. Yes; it is. 

Mr. Greene. And is paid for regardless of what the freight rate is? 

Mr. Bush. The price is agreed to before it leaves here. 

Mr. Greene. That is it, exactly. Then I do not see why these 
other questions that have been argued enter the case at all. 

Mr. Edmonds. If this bill were in existence to-day and the board 
were to set a maximum rate on freight from this country to Euro- 
pean ports, what would be the effect on the shipments from here 
compared to the shipments, say, from Canada? Would not the 
majority of shipments go to Canada, and would not the goods be 
shipped from Canada where the ships could get high f relets? 

Mr. Bush. I have no doubt a great many of the products would 
go to Canada and be shipped from there, and the ships would refuse 
to come here unless they could get the rates. 

Mr. Edmonds. In other words, the shipment of grain and other 
products would be transferred to Canadian ports and our ports 
would suffer? 

Mr. Bush. I have stated I think it would be the most disastrous 
thing under the present emergencies, with all the surrounding cir- 
cumstances, that could possibly happen to the American shipper. 
While theoretically it seems to be a perfectly simple practice, in 
the end it would deprive the American shipper of the ships which 
are available to get his commodities abroad, and if his commodities 
went abroad many would possibly pass through Canadian ports, 
which would not be regulated in that way. I am very much em- 
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barrassed, ^entlemen^ because I think I am taking a great deal more 
time than I have a right to, and I would like the following speakers 
to get a full opportunity. 

The Chairman. You are here and, so far as I am concerned, I 
am very interested in what you have to say and I do not want to 
limit you unduly. 

Mr. Bush. I am trying to limit myself; but I have been asked 
questions and have to answer them. 

The Chairman. We would prefer to have you conclude your state- 
ment. 

Mr. Bush. I may simply conclude my statement by pointing out 
that the third fundamental which I will cover in my statement is, 
we believe, that any of the rulings of this commission should be 
subject to review by the courts of the country. That is the protec- 
tion which is accorded every other kind of industry. This board wiU 
undoubtedly be a very eminent board and composed of just and 
wise men, but we believe no one is infallible unless it is^ the Supreme 
Court of the United States; and that court of last review is open 
to every other class of business, and we believe the privilege of 
review by the courts of the United States should be accorded the 
vessel owner. 

Mr. Saunders. Have you looked at section 14 of the bill, where we 
utilize for the purposes of this new board all the procedure and 
rights provided for the Interstate Commerce Commission? 

Mr. Bush. We suggest that those general clauses be eliminated, 
and I will leave Mr. Kirlin to explain more in detail; and we have 
suggested the substitution of the specific procedure established in 
the Interstate Commerce act. 

Mr. Byrnes. You say Mr. Kirlin will present that? 

Mr. Bush. Mr. Kirlin will present all of those details. 

Now I should like to file, for the purposes of the record, a state- 
ment of the changes which we suggest, which, I think, cover 20 or 21 
changes. Many of them are of very minor importance. 

Then I should like to have the privilege of introducing Mr. 
Franklin as the first speaker. 

The Chairman. We just do not want any procedure adopted that 
would prevent a wind-up at some time ; we would like to see the end 
of the controversy in our lifetime. 

Mr. Bush. We always have an end in the Supreme Court. 

(The changes in the bill referred to by Mr. Bush are as follows:) 

AMENDMENTS TO H. R. 14337, SUGGESTED BY THE COMMITTEE OF THE (HAMRKR OF 

COMMERCE OF NEW YORK. 

Note. — Instructions of our committee from the chamber relate only to the 
foreign trade. As a committee we make no suggestions except with regard to 
the provisions of the bill dealing with such trade. Individual members of the 
committee interested in coastwise trade will explain their own views. 

Section 2, page 4, line 14, before the figures " $25,000," insert the words " not 
more than." 

Section 3, page 6, line 17, after the word " who," insert the word " willfully." 

Section 3, page 6, line 21, before the figures " $1,000," insert the words " not 
more than." 

Section 3, page 6, line 4, strike out the words " shall be approved or " and 
insert in lieu thereof " if not." 

Section 3, page 6, line 5, strike out the words " and when approved." 

Section 4, pages 7 and 8 and first nine lines of page 9, delete the entire sec- 
tion. 
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Section 5, strike out the section as printed and substitute the following: 
" Sec. 5. That whenever, after full hearing upon a sworn complaint, the 
board shall be of opinion that any rates or charges demanded, charged, or col- 
lected by any common carrier by water in foreign commerce are unjustly dis- 
criminatory between shippers or ports, or unjustly prejudicial to exporters of 
the United States as compared with their foreign competitors, the l)oard Is 
hereby empowered to alter the rates or charges demanded to the extent neces- 
sary to correct such unjust discrimination or prejudice, and to make an order 
that such carrier shall cease and desist from such unjust discrimination or 
prejudice. The board Is hereby also empowered upon sworn complaint, after 
full hearing, to determine, prescribe, and order enforced just and reasonable 
regulations and practices relating to or connected with the receiving,, handling, 
storing, and delivering of property by any such carrier." 

Section 9, page 13, line 25, after the word " all," Insert the word " sworn." 
Section 9, page 13, line 25, strike out at bottom of page 13 and top of page 14 
the words " or to undertake investigations on its own Initiative." 

Section 9, page 14, line 9, after the word " empower," Insert the words " on a 
hearing of such complaint." 

Section 9, page 14, line 11, strike out the words " adopt all rules and regula- 
tions " and insert In lieu thereof the words " make such order as." 
Section 9, page 14, line 12, strike out the word " which." 
Section 9, page 14, line 14, add at the end of the section the following : 
" Whenever the shipping board shall have reason to believe, from any 
sworn complaint submitted to it, that any such person, partnership, or cor- 
poration has been or Is using any unfair practice, undue discrimination, or 
unfair, method of competition In coastwise or foreign commerce, or has other- 
wise violated any provision of this act, It may cause to be issued and served 
upon the party complained of a statement of Its charge and a notice requiring 
an answer from the party so charged within the period of thirty days after the 
service of the statement. If the answer of the party so charged shall be un- 
satisfactory, the board may, at such time and place as It may determine, 
require the party complained of to attend with witnesses at a hearing of 
which at least thirty days' notice shall be given. The party complained of 
shall have the right to appear at the place and time so fixed, and upon any 
adjourned days of the hearings, and show cause why an order should not be 
entered by the board requiring the party complained of to desist from the 
violation of law so charged In the statement. The testimony on such hearing 
shall be reduced to writing, filed in the olfice of the board, and a copy thereof 
shall be furnished to the party complained of. If, upon such hearing, the 
board shall be of opinion that the matter complained of is prohibited by this 
act, it shall make a report in writing in which it shall state its findings as to 
the facts, and shall issue and cause to he served on such person, partnership, 
or corporation complained of an order requiring such person, partnership, or 
corporation to cease and desist from using such unfair practice, undue dis- 
crimination, or unfair method of competition complained of. Until a tran- 
script of the record In such hearing shall have been filed In the circuit court 
of appeals of the United States as hereinafter provided, the board may at any 
time, on its own motion or on motion of the party complained of, rehear the 
subject matter of the complaint, and codify or set aside, in whole or in part, 
any report or any order made by it under this section. 

*' If the party complained of fails or neglects to obey such order of the board 
while the same is in effect, the board may apply to the United States circuit 
court of appeals within the circuit where the unfair practice, undue discrimina- 
tion, or unfair method of competition In question was used, or where such per- 
son, partnershp, or corporation resides or has its principal place of business for 
the enforcement of its order and shall certify and file with Its application a 
transcript of the entire record In the proceeding. On such filing of the applica- 
tion and transcript of record the court shall cause notice thereof to be served 
upon such person, partnership, or corporation and thereupon shall have juris- 
diction of the proceeding and of all questions Involved therein. 

" It shall have power to make and enter, upon the pleadings, testimony, and 
proceedings set forth in such transcript, and upon such further proofs as in its 
discretion, and in the furtherance of justice it may grant leave to any party In 
Interest to adduce, a decree affirming, modifying, or setting aside the order of the 

board. 

" The judgment and decree of the court shall be final, subject to review of the 
Supreme Court upon certiorari, as provided In section two hundred and forty of 
the Judicial Code. 



76 REGULATORY FEATURES OF SHIPPING BILL. 

"Any party required by an order of the board to cease and desist from doDre 
any act complained of may obtain a review of such order In the circuit court \rg 
appeals by filing In the court a written petition praying that the order of t: 
board be set aside. 

"A copy of such petition shall be forthwith served upon the board and therti 
upon the board shall serve and file in the court a transcript of the record, a» 
hereinabove provided. 

" Upon the filing of the transcript the court shall have the same Jurisdiction 
to affirm, set aside, or modify the order of the board as in the case of the appli- 
cation of the board for the enforcement of this order, and shall have the lilce 
discretion with regard to granting leave to any party to adduce further proofs. 

"Proceedings under this act in the United States circuit court of appeals 
shall, upon the application of any party, be given precedence over other cases 
pending therein and shall be expedited. 

" Complaints, orders, and other processes of the board may be served by any 
person duly authorized by the board either (rr) by delivering a capy thereof 
to the party served, or to a member of the partnership to be served, or to an 
executive officer of a corporation to be served, or (h) by leaving a copy thereof 
at the principal office or offices of such person, partnership, or corporation, or 
(c) by registering and mailing a copy thereof addressed to such person, partner- 
ship, or corporation at his or its principal office or place of busAness. 

" The verified return by the person deputed to make such service, setting 
forth the manner in which it has been made, shall be proof of the same, and 
the return post-office receipt shall be proof of the service of any process by 
registered mall." 

Section 10, page 14, line 17 after the word "empowered," strike out the 
words " in its discretion " and Insert in lieu thereof the words " on the hearing 
of a sworn complaint." 

Section 10, page 14, line 24, after the words " to the," Insert the words " said 
complaint." 

Beginning with the word " carrier," in said line 24, strike out the remainder 
of that line, all of line 25, and on page 15, lines 1, 2, 3, 4, to and including the 
words " out of this act." 

Section 10, page 15, strike out lines 9 to 17, inclusive, and the first half of 
line 18, to and Including the word " thereto." 

Section 11, page 16, delete the entire section. 

Section 12, page 17, delete the entire section. 

Section 13, page 18, delete the entire section. 

Section 14, page 18, delete the entire section. 

The committee wishes to make it clear that they prefer the alternative sec- 
tion with regard to regulations, which was drawn by Mr. Kirlin and submitted 
to the chairman to be incorporated In House bill 10500 In place of sections 9 and 
10, but have submitted the foregoing suggestions for changes In House bill 14337 
In a sincere desire to take the form of legislation suggested by the committee 
and modify It so that It would be less objectionable from a practical operating 
point of view. 

Mr. Bush. Mr. Chairman, I would like to introduce next Mr. 
Lawrence K. Sherman, who is vice president of W. R. Grace & Co. 
I would like to call your particular attention to the fact that W. R. 
Grace & Co. began their business primarily as export merchants to 
foreign countries, and while they are now interested both in the mer- 
chandising and the steamship business, the steamship business is 
secondary to the merchandising business. They began as merchants 
and found it necessary, in order to carry their goods to forei^ 
countries, to employ sailing vessels in the first place (one of their 
large trades being to the west coast of South America), and the sail- 
ing vessel has gradually grown into a steamship. But their interests 
in steamships, while large, is supplemental to their interests as mer- 
chants. 

Mr. Sherman can speak both from the standpoint of a shipper and 
as a steamship man. Also, if you desire to ask him upon that point, 
he can give you a very definite statement about the difference in cost 
of operating under the English and American flags, because he has in 
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;(;j« office records of the exact operating cost under the English flag 
'nd the exact operating cost of the same vessels after transferring to 

^^^die American flag. And before making the transfer all those figures 

^/were considered. 

r The Chairman. I suppose he is in the same class as the Standard 
Oil Co. and the United States Steel Corporation, who found it neces- 
sary, in order to develop the foreign commerce in their commodities, 
to own ships themselves so as to provide the necessary tonnage and 
also to insure for themselves reasonable rates in order to compete 
with their foreign competitor. I think it very wise on his part, and 
1 wish other merchants would do the same thing. 

STATEMENT OF MB. LAWBENCE K. SHEEMAN, VICE PRESIDENT 

OF W. E. GRACE & CO., NEW YORK, N. Y. 

Mr. Sherman. As Mr. Bush has stated, our commercial interests 
are greater than our steamship interests. Our beginning in the 
transportation business dates away back of the question of any dis- 
crimination, or anything of that sort. We ran sailing vessels 50 
years ago to South America, and, like all merchants who have gone 
into shipping, we did it because we found it necessary to carry on 
our busmess. In the course of time we found it convenient to take 
outside freight and in general to develop) in a steamship way, which 
latter business has been gradually growing. To-day our steamship 
interests are considerable, but our commercial interests are consider- 
ably greater. 

Mr. Franklin has covered this bill pretty fully, I think, from a 
steamship point of view, and I concur m what he has said along that 
line. My objection to the bill, generally, is rather from the other 
point of view. I think it would be detrimental to our commerce ; I 
think it would prevent the rapid development of the opportunity 
we now have oi extending our commerce, and I do not think we 
need it. 

I do not think there has been any unjust discrimination system- 
matically practiced in favor of Europe as against the commerce of 
the United States. If there has, I have not seen it in 25 or 30 years' 
experience. I do not doubt you can find instances here and there, 
but in the main the United States in the trade with which I am famil- 
iar — ^to South America — has had rates which compared favorably 
with Europe. There are items, like cement, where vessels which 
would otherwise have to go back in ballast take the cement at a very 
low rate. But that is a condition we can not compete with. If you 
were to regulate the rates you would have to recognize that. Where 
the vessel goes back loaded with freight to Europe and with no re- 
turn Cargo you can get better rates from Europe than you can get 
from the United States, because they can afford to go out for less. 

On the question of pipes, the freights from Argentina to Europe 
have been higher than they have from the United States. We have 
been bringing coffee and cocoa to New York and transshipping to 
Europe because we could do so more economically than we could 
ship direct. Those are all instances which come up from time to 
time. 

The rates of the regular lines to South America^ and the classifica- 
tions have corresponded pretty closely to the classifications and rates 
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from this side. On some articles we have had to make rates slightly 
lower to try to divert the business. If we did not make such rates, 
or if we had no power to make such rates, we would not get the busi- 
ness; and if we have to consult and the other fellow does not, we 
shall lose the business. There is a lot of business that won't come to 
us except upon a competitive basis; and if the European line is free 
to do what it pleases upon a moment's notice and if we have to con- 
sult a commission here and talk it over, the opportunity will be lost 
before we can get a decision. 

Sates in the main are controlled by the supply and demand. The 
business is open competition at any moment. It is impossible to 
carry on any unreasonable rate in a trade for any length of time, 
simply because the other boats will flock in and take the business. 

That is all I have to say ffenerally. I would be glad to answer any 
questions you care to ask about the business. 

Mr. Hadley. What do you think would be the effect of the passage 
of this bill, 14337, upon the effort to build up the trade with South 
America? You have been engaged in that trade? 

Mr. Sherman. I think the effect would be detrimental rather than 
beneficial. 

Mr. Hadley. Why? 

Mr. Sherman. Because we have to-day competitive business with 
the world ; we have to compete with all the world, and, working on 
that basis, we are not paying higher rates as a rule. If we are re- 
stricted by a maximum rate of tariff, at times we will be deprived 
of sufficient tonnage to develop our business; if we have to consult 
a commission in order to change our rates, we would lose time, and 
you can not work it because we would lose the business. 

The Chairman. If that power were eliminated, what objection 
would you have to it then ? In other words, let me see how you stand. 
You are a steamship man. Are you in favor of permitting your com- 
pany to charge, demand, collect, or receive from any person or per- 
sons by any special rate, rebate, drawback, or other device a greater 
or less compensation for any service rendered or to be rendered in 
the transportation of passengers or property subject to the provisions 
of this bill than it charges, demands, collects, or receives from any 
other person or persons for doing for him or them a like service in 
the transportation of a like kind of traffic under substantially similar 
circumstances and conditions? 

Mr. Sherman. You are speaking now from the steamship point 
of view? 

The Chairman. Yes. 

Mr. Sherman. I do not object to that. I do not want discrimina- 
tion in any way. I was speaking there of the bill from the general 
point of view of the merchant ; but I do not want as a merchant the 
right to discriminate. 

The Chairman. This is leveled at you and it is from the standpoint 
of the merchant who wants fair treatment ; he does not want you to 
play favorites with his competitors. 

Mr. Sherman. Quite so; I do not want favorites.^ 

The Chairman. Very well. Then you do not object to that pro- 
vision, do you? 

Mr. Sherman. No. I do not object to anything that will affect 
everybody ; I think everybody should be treated the same. 
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pT Mr. RowE. Which paragraph is that? 

nfe The Chairman. Page 7, the first paragraph. Again, do you 

ibii? object to this prohibition of you as an operator of steamships, to 
)tt make or give any undue or unreasonable preference or advantage to 
me; any particular person, locality, or description of traffic in any re- 
sfcf spect whatsoever or to subject any particular person, locality, or de- 
3C(j scrip tion of traffic to any undue or unreasonable prejudice or disad- 
ejf vantage in any respect whatsoever — do you object to that? 

Mr. Sherman. No ; I do not object to it. 
[. The Chairman. Do you think you ought to have a right to do 

il^i that? 

(^ Mr. Sherman. I do not object to any part of that. There is noth-. 

gj ing in it that is objectionable, beyond the difficulties it might create 
.jj and the annoyances it might give you; otherwise it is of no con- 
sequence. 
g. The Chairman. There won't be any trouble if you deal fairly with 

^ the merchant, and if , you do not deal fairly with him, then you ought 

to have trouble? 
^J^ Mr. Sherman. I am speaking as a merchant. 

The Chairman. I am talking about steamship men. I can not 
imagine how any merchant could object to it. Of course, if he is 
■^l a favored merchant, he would object; just like when the railroads 
were permitted to give rebates, and in Kansas City (that is right at 
my door) the merchants on the first day of the month found envelopes 
on their desks with their rebates — ^the big shippers. They did not 
complain ; it was the little fellow. 

Mr. Sherman. I understand. I do not want that at all. That is 
of no interest to me from either point of view. 

Mr. Hardy. There is one question, Mr. Sherman: You say that 
your opportunity as a shipowner would be lost to carry certain 
freight if you were not allowed to change rates without consultation 
with the board; that while you were doing that your opportunity 
would be lost ? 

Mr. Sherman. No; I say my opportunity as a merchant which 
would enable me to compete in business which may come here or to 
go to England may be lost. 

Mr. Hardy. What is there in that? There is nothins: in that to 
prevent you naming a lower rate than the maximum fixed by the 
board. 

Mr. Sherman. You can not change without their agreement; you 
have to get the board to let you make the alterations. 

Mr. Hardy. There is no requirement for you to go to the board 
for lower rates, provided you make the reductions uniform and non- 
discriminatory. 

Mr. Sherman. Yes; but a company in transacting business can not 
change a tariff in order to get large lots that come at times. For 
instance, suppose a man wants 500 cars and a steamship company 
wants to change its tariff, based upon one, two, or three cars ; he could 
not make any change in his tariff to get the contract, but the 
European competitor does change his tariff in order to get that 
contract. 

Mr. Hardy. There Is nothing to prevent you from lowering your 
rates under this bill, as I read it. 



80 REGULATOBY PEATUBBS OP SHIPPHSTG BILL. 

Mr. Sherman. No; but there is to prevent me from making special 
rates on special business. 

Mr. Hardt. From discriminating with reference to some par- 
ticular customer, yes. I want to ask you another question : Are not 
Grace & Co., the shipping company, a member of conference agree- 
ments? 

Mr. Sherman. No, sir; we have no conference agreements in the 
west coast trade. 

Mr. Hardy. You have not been in any conferences? 

Mr. Sherman. No, sir; never have. 

Mr. Hardy. The largest ship lines in the world are in them ? 
. Mr. Sherman. Yes ; they are in them. 

Mr. Hardy. They can not make those changes. 

Mr. Sherman. Yes; they do. They have what they call "open 
list," which take care of just such occasions as that, and they make 
the rates for that special business. 

Mr. Hardy. So their agreements do not amount to anything when 
the necessity to break them arises ? 

Mr. Sherman. No; there is an agreement they may change their 
rates on those articles which are on the open list. That is public 
property; everybody knows that. 

Mr. Hardy. I understand those agreements are pretty vital and 
bindmg. 

Mr. Sherman. That is part of the agreement; they do not break 
the agreement. There are certain agreements they can not break, 
but on the open list they can make special arrangements for those 
open lists without affecting the regular tariffs. 

Mr. Hardy. But you have here a proposition for the board simply 
to fix maximum rates, not minimum rates, with no provision that 
you can not, at any time, go under that maximmn rate; and if you 
have an opportunity as a shipper to make such a trade I take it all 
that would be required would be that the ship company should treat 
you just like it did everybody else, and it could not lower to you 
unless it was going to lower to everybody else. Now, if your emer- 
gency requires special rates to vou, then I am in favor of giving 
ihem to you, but I want everybody else to have the same oppor- 
tunity you have. 

Mr. Sherman. I do not object to that. I am speaking broadly. 

Mr. Hardy. This law will let the shipowner give you a lower rate, 
provided it is ready to give everybody else a lower rate if they give 
you a lower rate. 

Mr. Sherman. But this law would involve a change, as I under- 
stand it, of the tariffs; whereas they want a special rate for a special 
job, that is all, without affecting the ordinary current rates. That 
you would probably call a discrimination. 

Mr. Saunders. You mean to say if you have a correct application 
of this law, you suggest a situation in which you are placed at a dis- 
advantage with your foreign competitor, because he could make a 
rate which you could not? 

Mr. Sherman. No; I say he could make the rate instantly, while 
I have to so and get the approval of the board. That takes time, 
and it would mean we would lose the business. • 

Mr. Saunders. Here is a maximum rate but not a minimum rate. 

Mr. Sherman. Yes, sir. 
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Mr. Saukders. Where is there anything in this bill that would 
prevent you from reducing tlie rate in order to meet that competition 
which you speak of ? 

Mr. Sherman. I should have to make a special rate. I do not 
want to reduce the rate; I want to make a special rate. 

Mr. Saunders. That is the same. 

Mr. Sherman. No; it would be making one rate for this special 
transaction without reducing the current rates. 

The Chairman. Where is there a line in that bill that prevents it? 

Mr. Saunders. I want to know where there is in that bill anything 
that prevents you doing that same thing ? 

Mr. Byrnes. I think, if I may suggest, you have the interstate 
commerce and the coastwise commerce mixed up. 

Mr. Saunders. I am asking him to point out the section that is 
his stumbling block. 

Mr. Sherman. That very section 4 provides that it shall be un- 
lawful to charge, demand, collect, or receive fr6m any person or 
persons by any special rate, rebate, drawback, or other device a 
greater or less compensation for any service rendered or to be ren- 
dered in the transportation of passengers or property subject to the 
provisions of this bill than it charges, demands, collects, or receives 
irom any other person or persons for doing him or them a like 
service. 

Mr. Saunder. Just continue on; do not stop at that point. 

Mr. Sherman. For doing him a like service. 

Mr. Saunders. In the transportation of a like kind of traffic under 
substantially similar circumstances and conditions? 

Mr. Sherman. Yes, sir. 

Mr. Saunders. They are to give effect to that. 

Mr. Sherman. You would have to reduce your rate under that, I 
fancy, for everyone, because you are handling the same material to 
the same ports. 

Mr. Saunders. Suppose you do that for the time being; you can 
not take any more than a particular amount. That would not be a 
discrimination against anybody. You might say under these condi- 
tions, " I am willing to transport stuff to South America," or wher- 
ever you are going, " at such and such a rate." 

Mr. Sherman. I do not ask the transportation company to do that. 
I only ask them to make a rate for this particular job; that is all. 

Mr. SaundeRs. Are you speaking from the steamship end or the 
other end ? 

Mr. Sherman. I am speaking from the merchant's end, because it 
will not enable the steamship company to give that elasticity I want 
to develop our business ; that is all. 

Mr. Saunders. Let us go to the steamship end of it. The steam- 
ship end of it is the one this bill deals with ; not the merchandising 
end. 

Mr. Sherman. Yes; this deals with steamships, but it so regulates 
the steamships as to hamper them in giving the facilities we want in 
our merchandising business. 

Mr. Saunders. That is what I am trying to bring out. How do 
you think the steamship will be hampered in doing that very thing? 
Here is something suddenly develops; the steamships have been trans- 

38534—16 6 



82 KEGULATORY FEATURES OF SHIPPING BILL. 

Sorting to South America at a reasonable rate, and all at once there 
evelops in the world traffic a reduction of rates by your competitors. 
What IS there to hinder the steamship company from reducing its 
rate to meet that competition ? And that would give the advantage 
to your merchant you are speaking of. 

Mr. Sherman. That is not quite the situation I am trying to get at. 

Mr. Saunders. What do you piean? 

Mr. Sherman. The situation is I*do not care anything about the 
regular rate if it is on a line with European rates. Europe main- 
tams those regular rates on the ordinary transactions, but they make 
special rates for the big contracts; and I do not see how a steamship 
company could give me a special rate for a big contract without dis- 
criminating agamst some other shipper. 

Mr. Saunders. Why not? It would offer those rates for any big 
contract of that sort ; everyone with a big contract of that sort would 
be treated on decidedly the same terms. 

Mr. Sherman. Yes, sir; but it would have 

Mr. Saunders. Oh, it would have to hold itself out to do it for every- 
body else ; certainly. It says to everybody who comes along with such 
a contract as this, " I will give you those rates; I am not giving them 
to this particular man, because everyone who offers a contract of this 
character I will give him those rates." What is there to hinder a 
steamship company from doing that, and that would meet just the 
situation you have in mind ? 

Mr. Sherman. From my understanding of that clause, I do not 
think he could ; he would have to consult the board as to whether those 
rates were reasonable. 

Mr. Saunders. That raises a question of legal construction ; but if 
this enables them to do that, your objection is removed ? 

Mr. Sherman. That would remove that difficulty. 

Mr. Hadley. But you will still have to consult the board ? 

Mr. Sherman. You would still have to consult the board, which is 
the fundamental objection. 

The Chairman. No; there is nothing in there saying you should 
consult the board. 

Mr. Saunders. Where is there anything saying you should consult 
this board ? 

Mr. Sherman. You would still have this further objection — if you 
do not have to consult the board, it would not matter : That if you 
gave a public hearing you would disclose the rate, which would en- 
able the European competitor to beat it ; that is all. 

Mr. Saunders. There is nothing in there about a public hearing 
at all. 

Mr. Sherman. No; nothing. 

Mr. Saunders. That is the reason I was suggesting this, because 
we want to get at the real difficulties and want to get at the appre- 
hension people have about this matter, and if the apprehension is 
well founded we will correct it. 

Mr. Greene. Why should you want this in here, if it is not going 
to amount to anything — why do you want those things in ? 

Mr. Saunders. We are dealing with a particular difficulty Mr. 
Sherman had in mind, and we wanted to ascertain what section of 
the bill he relied upon to create that difficulty for him. 
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Mr. Greene. If it is not going to be troublesome at all, why is 
it there ? 

The Chairman. It would be troublesome in certain events, but not 
the event he had in mind. 

Mr. Saunders. This is intended to prevent discrimination, but not 
to prevent what he has in mind. That is what I am trying to bring 
out. 

Mr. Sherman. Our business is largely competitive with Europe; 
we must have the same facilities they have. And after all, they have 
built up their commerce without any rate regulation or anything of 
this sort and our own is now developing pretty well. 

The Chairman. You would like to have a iree hand? 

Mr. Sherman. We would, sir. We have an opportunity to-day 
that comes once in half a dozen lifetimes and we want the freest 
possible hand to take advantage of it. 

Mr. Saunders. We want to give you a free hand for development. 

Mr. Sherman. Our own exports to South America since 1904 have 
increased from 40,000,000 to over 320,000,000, and our imports from 
63,000,000 to .107,000,000. 

The Chairman. But we don't want you to suggest difficulties that 
do not present themselves in this bill. 

Mr. Sherman. That would present itself in any bill. We want 
freedom; we want to be left where we are; we want to be left to 
compete on the same basis that we have to meet German and English 
competition. 

The Chairman. You are setting up men of straw and then knock- 
ing them down; we want legitimate objections to this bill. If there 
is anything in it that operates to the prejudice of you as a merchant 
and shipowner, we want to know what it is ; but we do not want you 
to state things that do not exist under the provisions of the bill, as we 
understand it. 

Mr. Saunders. We want to keep out anything that will hinder or 
hamper. 

Mr. Sherman. The whole object of this bill is to do that, as I 
understand it. 

Mr. Saunders. What? 

Mr. Sherman. It is to provide for the control of rates. 

Mr. Saunders. It provides for the regulation of rates. 

Mr. Sherman. For the regulation of rates. 

Mr. Saunders. If you want to pick out any features there we 
would be very glad to have you do that. 

Mr. Sherman. Mr. Franklin has already covered that, so there is 
not much use for me to go over the same ground, because anything 
I would h&ve to say would simply be a repetition of what he has 
already stated. 

Mr. Saunders. On the particular feature to which I have directed 
your attention, I understand you agree if this law will allow you 
as a shipowner to meet such a situation as you presented, from the 
point of view of the merchant, then you have no objection to it? 

Mr. Sherman. I was not speaking from the point of view of the 
shipowner that I want to mafie such a rate ; I am speaking from the 
point of view of the merchant. I want to go to some other steam- 
ship company and have them free to make me that rate. 
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Mr. Saunders. I am trying to get you to point out wherein this 
bill would hinder you in doing that ? 

Mr. Edmonds. It was stated in the committee the other day, Mr. 
Sherman, in discussing the first paragraph of section 4, that if the 
ship was in a harbor and had a half a cargo of coal offered it at a 
dollar rate and could not get any other cargo, and some other shipper 
came along and said, " I will give you the balance of that ballast in 
coal at 75 cents," and rather than ballast up or go empty he took that 
second cargo, that would come under the head of this substantially 
similar circumstances and conditions and would excuse him for 
making that rate. 

Mr. Sherman. Suppose that happens now, and, in order not to 
go empty, you were obliged to take it at 75 cents and a dollar ? 

Mr. Edmonds. It would not be under the same circumstances. I 
brojight that question up in the committee and Judge Saunders, who 
has spoken of it here, said that a condition like that might exist. 
And what would happen if it did ? Here are two separate shippers 
filling the ship with the same commodity ; one is going at one rate 
and another at another rate; and the committee in ts^lking it over 
said that under this clause " substantially similar circumstances and 
conditions " I would be excused in making that second rate. 

Mr. Sherman. I do not quite gather, then, what is the object of 
your bill ; what advantage does anybody get out of the bill ? 

The Chairman. There are two shippers there at the same time. I 
can tell you just exactly what advantage you get. Here is a ship on 
the berth in Philadelphia, loading with coal ; one man only has half 
a cargo and both want to ship ; you let one man have the dollar rate 
and the other the 75-cent rate; do you think that is fair? Would 
you want to have that privilege of loading both at the same time in 
all tonnage ? 

Mr. Sherman. No. 

The Chairman. That is what we intend to prevent by this bill. 

Mr. Sherman. You say you can do that in case the vessel is short 
of a cargo — to fill it up at a cheaper rate ? 

Mr. Cdud. If the first half would not make sufficient ballast, he 
would be entitled to do that to get a full ballast — ^he would have two 
prices on the same cargo and they would both be reasonable. 

Mr. Saunders. They might be. 

Mr. Greene. And he might be fined the penalty provided in the 
bill and be subject to imprisonment. 

Mr. Saunders. You observe that is reasonable, and that is pre- 
cisely what Mr. Sherman wants to do — ^that very thing; and we are 
simply pointing out to him that the bill allows him to do that. 

Mr. Edmonds. That is the question I brought up. I also brought 
up the question that a ship might take freight to Manila and Hong- 
kong, running, say, to both places, arid might make the same rate 
from Hongkong to San Francisco as it did from Manila to San 
Francisco, although the boat would travel 600 miles farther in going 
to Hongkong than in going to Manila; and you said that if they 
charged a higher rate there, owing to the difference in the distance 
carried, it would be perfectly legitimate under this clause of sub- 
stantially similar circumstances and conditions. 

Mr. Sherman. Under the rates to-day, in a number of trades, you 
frequently get twice the haul for less money. For instance, you take 
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the rate New York to Valparaiso via Panama, and the rate Kiel to 
Valparaiso via Magellan, which is 2,000 to 2,500 miles farther^ 
Although the rate is less from New York that is due to the fact 
that the Panama Railroad has got to compete with Europe via 
Magellan, and has to take a lower rate. 

Mr. Saunders. That is the very reason this language is put into 
the bill. 

Mr. Hadley. But would not the fact remain in every case that it 
would be a question of fact to be determined by the tribunal as to 
whether the conditions were similar or not, before you would know 
whether you could make the rate ? 

Mr. Sherman. Ocean rates are not a question of cost and distance. 
They are a question of competitive conditions. The field is wide open 
and you have to make rates that will get the business. The world 
rates to-day are abnormally high everywhere. You say the rates are 
outrageous to the exporter — and they certainly are enormously high ; 
but we have not had ships enough to move the tonnage in New York. 
Under our rates we have to get trans- Atlantic ships, and if the 
rates were unbalanced we could get all the ships in the world coming 
in and taking the stuff out, but they have not done so. I know, as 
a matter of fact, that the rates from Argentine to Europe have been 
higher than from the United States constantly for the last six or 
eight months. 

Mr. Edmonds. Is it not true in the case of the seller of the goods, 
in a great many cases he has made the rates himself by competitive 
bidding? 

Mr. Sherman. You mean the purchaser of the goods? 

Mr. Edmonds. Either one. The shipping man has nothing to do 
with it, he simply sits back and takes the best offer he can get, and 
he gets it either from the man who wants to purchase or the man who 
wants to sell the goods. 

Mr. Sherman. It is a question of supply and demand ; and if he 
goes out in the market and they want $1,600, if the shipper can get 
another ship cheaper, why, he does not pay it. 

Mr. Edmonds. Have not people come into your office and offered 
higher rates for'moving certain stuff? 

Mr. Sherman. Oh, yes; they have made all sorts of offers. We 
have had them offer much higher rates than we could get in other 
routes; certainly. 

Mr. Edmonds. That is, a case where they made the rates them- 
selves ? 

Mr. Sherman. Frequently they make the offer because they can 
not get anything. 

Mr. Greene. Let me see if I understand you correctly. As I under- 
stand you, if you are in the market competing with a foreign ship- 
owner and a foreign merchant, they are at liberty to make such rates 
as they please ana such agreements as they please, but you would be 
handicapped because you could not make an agreement under this 
bill? 

Mr. Sherman. We could not. 

Mr. Greene. This bill ties your hands and ties your feet so you 
can not make an agreement unless you get in communication with the 
board and get them to act? 

Mr. Sherman. In Washington here. 
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The Chairman. I will give a new hat if he shows where that is 
true. 

Mr. Greene. I do not care whether he shows it, that is the belief. 

The Chairman. I will give a new hat if you can show where that 
is in the bill. 

Mr. Greene. That is all right, I am not betting hats ; I am asking 
the plain question of what the effect of the law is. 

The Chair3Ian. He can not answer from that bill and show us 
where it is true. 

Mr. Greene. This gentleman is here — a man who has had wide 
experience. He says he has been connected in the business for over 
50 years and has had a wide experience both with foreigners and 
Americans. And then I ask the plain question, if his competitor can 
make an agreement without conferring with anybody, just as he 
wants to, being perfectly free to make it, and this witness, being an 
American shipper and going out of an American port like New 
York — whether or not this bill would not put him at a disadvantage? 
That is what I want to get at. 

Mr. Sherman. Yes; it certainly would, because the other man is 
free and I am not. 

Mr. Greene. Whether he explains the difference or does not, the 
bill puts him at a disadvantage — whether he picks out "A" here or 
" B " there. 

Mr. Saunders. Now, Mr. Sherman, your competitor would not be 
at a disadvantage by being compelled to charge higher rates than you, 
that is certain? 

Mr. Sherman. No. 

Mr. Saunders. Then, in order to be at a disadvantage he must be 
in a position — ^in competition — where he can charge lower rates than, 
you? That is the only way to put you at a disadvantage? 

Mr. Sherman. No; he can make rates without consulting anyone; 
he is free and he can act instantly. 

Mr. Saunders. He must then be able to give better rates than you? 

Mr. Sherman. He may be and may not. 

Mr. Saunders. If he charged higher rates than you, that certainly 
is not going to put you at a disadvantage. Now, tfike the bill and 
show where in any section you have in mind, or combination of 
sections, your competitor is able to act more instantly than you for 
the purposes of competition, and charge a more desirable rate than 
you for the purpose of competition? We all agree that if this 
bill is going to hamper American commerce and put you at a disad- 
vantage and bring the other fellow in and put the Ameri(5an out, it 
is a bad bill; and the way to do is to take tne bill and point out the 
sections that will operate to that end. 

Mr. Sherman. Yes, sir. 

Mr. Saunders. Now, take up the one you have in mind, or the 
two, or whatever it is. 

Mr. Sherman. The clause I just read. Of course you say you 
modify that. 

Mr. Saunders. You say if that clause has the meaning that we 
attribute to it, you have no objection to it? 

Mr. Sherman. No; I have not made myself clear on that. I 
object to any restrictions at all. As I said at the beginning, I want 
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to be as free to do business in any way that suggests itself from day 
to day or minute to minute as the man I compete with. 

Mr. Saunders. As your competitor ? 

Mr. Sherman. As my competitor. 

Mr. Saunders. Show us where you are not just as free to do busi- 
ness as your competitor ? 

Mr. Sherman. In England or in Germany my competitor has no 
restrictions whatever ; he does not have to ask anybody to wait a little 
while to see whether he can do it, or to wonder whether a board will 
place this construction on it or that ; he goes ahead and does it. 

Mr. Saunders. You are stating things not in the bill. Just get 
down to the bill. Have you in mind a German competitor trading 
out of New York to Buenos Aires? 

Mr. Sherman. No, sir ; because he has to meet the same conditions 
I have. I am talking about the man who goes to Hamburg. 

Mr. Saunders. Who have you in mind ? 

Mr. Sherman. The German shipper over the German lines to the 
west coast of South America from Hamburg, the Swedish shipper, 
or the English shipper on any of the English lines from a British 
port. 

Mr. Saunders. Have you in mind now shippers on your vessels 
from British ports to South American ports? 

Mr. Sherman. I am not having in mind my vessels at all; I am 
talking purely as a merchant. 

Mr. Saundi^s. We are talking about ships, not merchants. 

Mr. Sherman. I am talking about the way it will injure American 
trade. 

Mr. Saunders. We just have in mind the shipowners — the Ameri- 
can capital in ships. 

Mr. Greene. Are you not interested in American trade? 

Mr. Saunders. Yes. 

Mr. Sherman. Mr. Franklin has gone into the bill from the ship- 
owner's point of view. There is no use of my going over the same 
ground, because I would merely be repeating what he has already 
said. 

Mr. Saunders. But you are pointing out difficulties. 

Mr. Sherman. My objection is raised as a merchant and not as a 
shipowner. Mr. Franklin has taken care of the shipowner's side of 
the question. 

Mr. Saunders. You are pointing out difficulties with respect to 
which this bill does not undertake to deal at all. 

Mr. Sherman. I agree with you it does not. 

Mr. Saunders. The difficulties you have in mind we are not deal- 
ing with, because we can not deal with them. You, as an exporter 
or as a merchant, can make any rates at all that you want with the 
German ships plying from Hamburg to South America. 

Mr. Sherman. I know that; but I can not increase my American 
business by doing that. 

Mr. Saunders. What I want to point out is how this bill operates. 
Have you in mind American 'ships plying from our ports to Soiith 
America and German ships plying from our ports to South America 
that it would put the American line of ships at a disadvantage in 
dealing with the American exporters as compared with the German 
line? 
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Mr. Sherman. There is no difference there, as you apply the same 
law; they are both under the same disadvantage. 

Mr. Saunders. Then there is nothing in this bill — we will just 
leave the merchants out for the time being-:— which will operate to 
the disadvantage of the American shipowners and the capitalists 
putting money in ships, is there? If there is, what is that thing? 

Mr. Sherman. I do not raise any question of that sort under this 
law, of ships plying in the same trade ; that is, trade from the United 
States. They do not try to discriminate against the American ship- 
pers there. I claim it is broader than that; that it will tend to 
hamper the development of American trade in competition with the 
European trade, that is all. 

Mr. Saunders. I will not take up that phase of it ; we are dealing 
Avith a shipping bill. 

Mr. Byrnes. Your idea is, as a merchant, that if you want a ship- 
owner at your port to ship a cargo to South America and you asked 
for a special rate for this very large cargo, the shipowner would 
hesitate to make you that rate because he would be in doubt as to 
whether or not it would be construed as being substantially similar 
circumstances and conditions ; and by reason of his refusing to make 
you a special rate it would put you at a disadvantage with your for- 
eign competitor? 

Mr. Sherman. That is exactly it. You have to discuss whether he 
can do it, and in the meantime your opportimity is gone. 

Mr. Byrnes. If that section is modified in any way whereby he 
would have no doubt about his ability to make that special rate for 
that cargo, then you would have no objection? 

Mr. Sherman. Then I would be that much better off. The rea- 
son I am making the objection now is that you can not foresee all the 
conditions that will arise from day to day in the shipping business, 
and on the other side they have no limitation at all; they can go 
ahead is they like. 

Mr. Byrnes. I am asking you about this particular section that I 
have referred to and of which you have spoken; if that is removed, 
then what other objection have you to that section? Let us stick to 
that one ; that is the one you have referred to. 

Mr. Sherman. Section 4, the first paragraph, is what I objected to. 

Mr. Byrnes. You and I have agreed, now, if that is removed you 
have no objection? 

Mr. Sherman. Would there be any objection to putting in that the 
carrier may make special rates, a specific statement, for certain lots 
of cargo at certain times, and those rates shall not affect the general 
tariff? I am speaking now from the steamship point of view. 

Mr. Byrnes. If that is arranged hereafter, what other objection 
have you? 

Mr. Sherman. To that section? 

Mr. Byrnes. To that whole section. 

Mr. Sherman. I have no objection to the rates being made the 
same for all ; that is the essence of that section. 

Mr. Byrnes. The only other objection you have made to the bill 
is the maximum rate provision, is it not ? 

Mr. Sherman. Certainly. 

Mr. Saunders. I said I would not ask you any question from the 
point of view of the shipper, but I will ask you one. The difficulty 
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you have in mind from the viewpoint of the shipper, as you outlined 
in your answer, is that you are afraid when you approach the Ameri- 
can shipowner he would not be able to deal with you as promptly 
as the treatment your foreign competitor would receive, if imder 
this bill the American shipowner is able to deal with you, as an 
American, as promptly as the foreign shipowner is in a position to 
do with your competitor, that is, to give you as prompt an answer, 
then there is no objection from that standpoint. 

Mr. Sherman. If he is able to deal as promptly and freely as the 
other fellow, no. 

Mr. Saunders. It is our interpretation this bill would do that. It 
is a mere question of interpretation. 

Mr. Sherman. My interpretation is the bill is a hindrance; that 
is all. 

* The Chairman. We have no patience with that view ; I have not, 
at least. 

Mr. Saunders. That was the objection of all the railroads to the 
regulation that the Interstate Commerce Commission placed upon 
them — ^that they ought to be left alone. 

The Chairman. That is the argument the railroads made — ^just let 
us alone. 

Mr. Sherman. The railroads are quite diflFerent. You have trans- 
portation here that is open to everybody ; it is wide open. Anybody 
can engage in it and it is wide open. 

The Chairman. This report on the investigation of shipping com- 
binations shows that is not a fact; and if you will read that report 
and the hearings, you will conclude it is not the fact. 

Mr. Sherman. It is substantially the fact. 

The Chairman. The combinations on the seas prior to this war 
were quite as close and effective between all of the regular lines as on 
the land. 

Mr. Loud. Before this witness leaves I wish to have such informa- 
tion as he can give us of the cost of operating under the American 
flag and the foreign flag. 

The Chairman. He can go into that after lunch. 

(Thereupon, at 12.55 o'clock p. m., a recess was taken until 2 o'clock 
p. m.) 

after recess. 

The committee reconvened at 2.30 o'clock p. m., pursuant to the 
taking of the recess. 

STATEICENT OF ME. LAWBENCE K. SHERMAN— Continned. 

Mr. Hadley. Reference was made by Mr. Bush in introducing you, 
Mr. Sherman, that you had some statistical data, either in mind or at 
hand, on the difference in cost of operating ships imder the American 
flag and foreign flags, and Mr. Loud was seeking to have it presented 
to the committee, giving them information on the difference of cost 
between here and abroad. ♦ 

Mr. Sherman. The difference on the ships we have transferred is 
from $700 to $800 a month. 

Mr. RowTE. What grade of ship is that? 
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Mr. Sherman. That is a ship of 9,600 tons total dead- weight 
cargo boat — an ordinary English cargo boat. . 

Mr. Greene. As I understand it, under the American flag you had 
to pay that much more? 

Mr. Sherman. Directly we transferred the boats. Now, the cost 
is increasing; both costs are increasing. 

The Chairman. Why did you transfer your vessels to the Ameri- 
can flag? 

Mr. Sherman. We thought it was a good thing to do after the war 
broke out, of course, under this law, and we transferred several ; but 
we still have six under the British flag. We did not transfer them all. 

The Chairman. Did you invite this increased cost for no other rea- 
son than you wanted to get them under the American flag? 

Mr. Sherman. I beg your pardon. 

The Chairman. Why did you incur this additional cost? 

Mr. Sherman. Because we thought it advisable to get them under 
the American flag, in view of the war ; that is all. 

The Chairman. Why was it advisable to put them under the 
American flag during the war ? 

Mr. Sherman. Because we lost two ships under the British flag. 
They were sunk by German cruisers. We thought it safer to get them 
under the American flag after we lost those two ships. 

The Chairman. For the protection of the flag? 

Mr. Sherman. Yes, sir. 

The Chairman. How many ships do you operate? 

Mr. Sherman. Sixteen. 

The Chairman. Are you compelled to have larger crews ? 

Mr. Sherman. Yes; the crews are larger and the wages are more. 

The Chairman. Now, just for the information of the committee, 
how many more men do you have to have in a crew — ^just a general 
statement ; we will not go into detail ? 

Mr. Sherman. I think it is three or four more men; I am not 
certain. 

The Chairman. On these ships how many men are there in the 
crew, in all departments ? 

Mr. Sherman. Thirty-nine or forty. 

Mr. EowE. About 10 per cent more? 

Mr. Sherman. Yes. 

The Chairman. Where is that increase — in the deck crew or the 
engine room, or in what department of the ship ? 

Mr. Sherman. I could not answer that question. I am not in 
charge of the operation of the ships, and I do not know generally. 
I can send that data if you like. 

Mjr. Greene. You can furnish it? 

Mr. Sherman. I can furnish it, absolutely ; yes, sir. 

Mr. Hadley. I wish you would do that. 

Mr. Sherman. Certainly. 

Mr. Edmonds. Will you show that in detail ? 

Mr. Sherman. Certainly. No objection at all. 

The CHAIRMAN. What is the name of the ship ? 

Mr. Sherman. The Chincha. 

The Chairman. I am much obliged to you, Mr. Sherman. 
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STATEMENT OF MH. OEORaE S. DEABBORN, PRESIDENT AMER- 
ICAN-HAWAIIAN STEAMSHIP CO., NEW YORK, N. Y. 

Mr. Dearborn. Mr. Bush said I was a member of this committee 
of the chamber of commerce which has to deal with the features of 
the bill pertaining to foreign trade. Of course, the company I 
represent is in the coastwise trade; that is, during normal times. 
The ships are now distributed in the foreign trade. So my state- 
ment will be particularly in regard to what I call a technical point — 
this rate-making power. I am speaking, you might say, for the 
American Line Steamship Co. 

I beg to remonstrate against those provisions of the bill which 
would give the shipping board the power to fix rates for water car- 
riers, and would prohibit any change in rates except upon 10 days' 
notice; first, upon the principle that the water carrier receives noth- 
ing from the State, that the ships are operating out of the jurisdic- 
tion of the State most of the time, and that owners can not be com- 
pelled to operate^their ships. 

The status of water carriers is entirely different from that of rail- 
roads, which have a franchise and the right of eminent domain, and 
are compelled to operate. A ship's status is no different from that of 
a manufacturing concern; in fact, a ship is a manufacturing plant, 
producing transportation. Therefore the earning power of ships 
should not be fixed any more than that of any other industry and 
should be governed by conditions of supply and demand. 

To apply rate-making powers would be most difficult and in prac- 
tice would make the business of the water carriers unworkable. It 
would be necessarjr to define a reasonable rate. This would be com- 
paratively simple if relativeness of rates in other trades were to be 
considered; but if it is the purpose of this bill to fix a rate based 
upon a return upon the investment the cost of every individual ship 
of a fleet in a service would have to be considered, and as the cost of 
ships in commission to-day vary from $40 to $180 per ton ; therefore 
different rates would have to be applied to different ships. Ships 
that are being built to-day will cost 100 per cent more than most of 
the ships now in commission; therefore a reasonable rate for the 
new ships would be an excessive one if applied to old ships. 

Ships are of all sizes and types and can not be treated alike in 
the application of rates. Some are designed for special trades and 
are vpry much more efficient in handling cargoes peculiar to those 
trades. A tramp steamer has no overhead charges, while there is 
applied to steamers comprising a fleet in a regular service, a large 
expense for terminals. The American-Hawaiian Steamship Co., 
tor instance, with its 26 steamers, in the coast-to-coast service, has a 
rental expense for terminals, which, if capitalized, would amount to 
$5,000,000, or about one-quarter of the cost of the ships. 

The power to fix rates implies that carriers would be compelled to 
take all freight offered, which would be impracticable in the case of 
a ship. A ship, the water carrier's unit, is inffexible. There would 
be only a certain number of ghips to deal with, and the character of 
the cargo each ship could carrjr would be governed by conditions dur- 
ing different stages of her loading. A ship requires a limited amount 
of bottom cargo, then medium and light measurement freight. The 
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stability of a ship has to be considered, as well as a proper place to 
stow freight that could damage other freight. 

So that, under all of these conditions, which actually exist in the 
operation of ships, a tariff would be ineffective, as ships would not be 
physically qualified to take all of the freight covered by it. Fixing 
rates and filling tariffs would not provide space in ships but place 
a burden upon the shipowners with no compensating benefits to the 
shippers. The requirement of a_ 10-day notice before a change could 
be made in a tariff would deprive the ship of a class of freight that 
would be necessary to complete her loading and freight that was 
available at short notice, and also deprive the shipper of such freight 
of the space in the ship. Tramp steamers which go on the berth to 
load from time to time, and are really the most effective rate regu- 
lators for regular lines, would find it very difficult to secure freights 
imder the regulations proposed, and, certainly,* there should be no 
discrimination made by statute between individual ships designated 
as tramp steamers and those that comprise a fleet under one manage- 
ment. The tramp steamer would disappear in a trade under regu- 
lation, which would remove that competition from the regular lines^ 
whereas if they are exempted they would become unfair competitors. 

The American-Hawaiian Steamship Co. has been transporting the 
Hawaiian Island sugar crop to the Atlantic coast for 16 years under 
a contract at a rate of freight. If the shipping board has the rate- 
jnaking power, could it not say that the rate which has been mutually 
agreed upon by the shipper and the steamship company was unrea- 
sonable, and this would give the board the power to abrogate the 
contract. Under such conditions, a steamship company would hardly 
enter into a contract, and the shippers whose transportation require- 
ments are for 300,000 tons annually would be deprived of a re- 
liable service which they absolutely depend upon. The American- 
Hawaiian Steamship Co., when it resumes its regular service through 
the Panama Canal, will find its rates fixed to a minimum by the radi- 
cal reduction made by the transcontinental railroads for the purpose 
of competing with the canal route, and with the consent of the Inter- 
state Commerce Commission. 

I still hold to the opinion, as expressed in a statement made in 
February, that less litigation and not more is essential for a continu- 
ance of the wonderful development of our merchant marine which 
is now in process, as evidenced by the unprecedented number of ships 
now under construction in this country and those that have been 
transferred to our flag. 

Why apply a drastic remedy to a patient whose condition is im- 
proving so rapidly without one? Let well enough alone. Remove 
the menace of Government interference in a healthy growing busi- 
ness, except so far as unfair practices are concerned. Steamship 
business, in a regular service, dealing with thousands of shippers and 
trying to please them, makes a greater demand upon the nerves of 
the managers than most any other, and to have to serve another 
master and be subject to inquiry and espionage, such as there would 
be under Government control, would make it irksome to continue 
business under such conditions; particularly at this time, when the 
requirements of England for transportation are so pressing that 
there is a great inducement to accept the fabulous prices that are 
being offered for the purchase of ships. 
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The Chairman. England at this time has her curb on her shipping 
and is compelling her ships to carry goods at much lower rates than 
they would charge if they had a free hand; is not that true? 

Mr. Dearborn. I did not understand you. 

The Chairman. I say England has a curb on her shipping now, 
and is compelling them to carry freight at a much less rate at this 
time than they would if they had a free hand. 

Mr. Dearborn. Under war conditions? 

The Chairman. Yes. 

Mr. Dearborn. I say that is a war measure. 

The Chairman. I know that is true. So that there are conditions 
under which the Government must interfere to prevent unfair treat- 
ment? 

Mr. Dearborn. Well, I suppose the proper way to conduct a war 
is to put everything under martial law. 

The Chairman. Your remarks were addressed particularly to the 
section of the bill relating to interstate commerce ? 

Mr. Dearborn. And to the rate-regulating power. 

The Chairman. You do not think any governmental body should 
have any power whatever to interfere, if a transportation company 
by water should practice extortion? 

Mr. Dearborn. No. The question would first come, I think. What 
is the definition of extortion ? 

The Chairman. Well, charging several times more than a service 
is worth. 

Mr. Dearborn. What is the service worth? Take conditions to- 
day. 

The Chairman. I would say, under ordinary conditions, you 
should take into consideration the investment, the cost of the service, 
and a reasonable return in the wslj of profit. 

Mr. Dearborn. Therefore, then, your purpose in this bill is to fix 
a rate based upon the earning power of the ship ? 

The Chairman. No; under this bill I do not think we go that far. 
You asked me what I considered a reasonable rate. This bill does 
not undertake to go that far at all. 

Mr. Dearborn. If I were a member of this board to be appointed, 
and received my power from this committee, I would naturally ask 
the chairman of the committee to define this section referring to the 
rate-making power — what is it to be based upon ? 

The Chairman. I think you would take the language of the law 
itself and give it a reasonable construction in the light of conditions 
if you administered the law intelligently. 

Mr. Dearborn. Yes ; but there is a condition of supply and demand. 
My point is that dealing with steamships is no different from dealing 
with manufacturers. 

The Chairman. Your opinion is, then, if one man had control of 
all the flour and bread in the community that he should charge any 
price he chose for it? 

Mr. Dearborn. Well, I can not draw upon my imagination to such 
an extent as to make such a picture. 

The Chairman. But that is the effect of monopoly. Under the 
provisions of this bill we recognize agreements and that there are 
certain combinations that may be fair and reasonable, and if these 
lines — ^your line and other lines — should enter into a fast agreement 
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by which competition was shut out, and by reason of the elimination 
of that competition you should charge ]ust what you please, you 
think the people ought to stand it, do you ? 

Mr. Dearborn. I think you are theorizing, Mr. Chairman, on a 
wrong situation. 

The Chairman. I want to illustrate a principle. Is that true? 

Mr. Dearborn. I agree with you that if it was possible for any 
man or group of men to control any industry in this country and fix 
the price, I should certainly think the Government ought to step in. 

The Chairman. Surely. I do not think there is any disagreement 
on that. 

Mr. Dearborn. No, never. Except in transportation on railroads, 
I have never heard of such a situation existing. 

The Chairman. Not to the same extent, maybe ; but what I wanted 
to get from you, Mr. Dearborn, is whether or not you indorse, as a 
principle, if the conditions existed by which the tonnage is abso- 
lutely controlled by a combination, that this shipping board should 
have no power to relieve the public from extortion ? 

Mr. Dearborn. You are aealing with two situations. You are 
dealing with a trade where these methods have been adopted of doing 
business under conferences and combinations ; and practically in this 
bill you have given immunity from the Sherman Act. 

The Chairman. If it is reasonable, yes. Does that meet with your 
approval ? 

Mr. Dearborn. I should say it would seem logical from the stand- 
point of this committee, in consideration of this privilege, to have 
some control of the rates. 

The Chairman. Yes. 

Mr. Dearborn. But take from the hands of those on the board the 
purpose to apply this regulating power, not only to those who are 
working to-day in defiance of the Sherman Act but those who have 
no such methods of business, who are foot free, as our company is, 
who would then be placed under this embargo with no compensation. 
That is where we differentiate between the two methods of doing 
business. 

The Chairman. There are always men who are fair in business and 
the law is not aimed at them. Just like our criminal law is not 
aimed against the law-abiding citizen, but against the other fellow. 
Now, I assume that the American-Hawaiian Steamship Co. belongs 
to the class that is free from these conditions — ^that is, in its business 
methods, has not provoked this class of legislation. 

Mr. Dearborn. Yes. 

The Chairman. But our investigation of the Shipping Trust dis- 
closed conditions out of which these suggestions have been developed. 

Mr. Dearborn. As a fellow says, " We are almost too good to be 
true." 

The Chairman. No. 

Mr. Dearborn. I mean to say that it has not been necessary for us. 
We have gone about our business, that is all. 

The Chairman. We investigated you along with the other people, 
and we practically gave you a clean bill of health, so far as that is 
concerned. In the coastwise trade you say you do not think it is 
practical to vest in the Interstate Commerce Commission, or in this 
board, the power to supervise rates? The Interstate Commerce Com- 
mission does do it now, where there is a joint rate, and I noticed the 
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other day that the Ocean Steamship Co. had proposed to increase the 
rates about 15 per cent and the Interstate Commerce Commission 
would not permit it 

Mr. Dearborn. That is in connection with arrangements with 
other railroads when they make through rates. 

The Chairman. Yes. 

Mr. Dearborn. Of course, that is quite diflFerent from making 
rates from port to port. 

The Chairman. Why should it be? 

Mr. Dearborn. That is done because the interstate law clearly 
states that, that steamship companies having arrangements with 
railroads and participating or having a division of rates are under 
the law. 

The Chairman. That is true ; it is under the law. 

Mr. Dearborn. Yes- 

The Chairman. But why should not steamship companies and 
regular lines in the port to port business come under the law, too ? 

Mr. Dearborn. I will ask you a question 

The Chairman. I am asking for information. 

Mr. Dearborn (continuing). How are you going to define a reason- 
able rate? Take in our own case; we have a fleet of 26 steamers, and 
our last ship came out about two weeks ago. The average cost of our 
ships is probably $60 a ton less than the highest price paid — oh, more 
than that — ^$100 a ton. Suppose you are going to fix a reasonable 
rate. We are already in the business. Another concern is going into 
the business and has paid those high prices for ships. Is that rate 
to be fixed upon the highest cost of ships in the service ? If so, then 
our rate, if it is fixed on that basis, woulS be unreasonably high; 
and if it was fixed upon our cost, the other fellow could not com- 
pete with us. If it was fixed one rate based upon the cost of one 
ship and another rate based upon the cost of another ship, the rates 
would be different in both services. When you touch upon this rate 
regulating power I do not believe for a moment you mean to fix 
your rate of freight upon that basis ; but, nevertheless, you are giving 
this board a power to fix a reasoniable rate — a maximum rate. 

The Chairman. When we investigated the so-called Shipping 
Trust the regular lines and the coastwise services on the Atlantic 
and Pacific filed with us what they said were their schedules of rates. 
How did they fix them? 

Mr. Dearborn. I will tell you. There are certain services that are 
not subject to competition. I mean to say you take these Atlantic 
coast lines, lines running between Charleston, New York, and Savan- 
nah; they have regular service, have their terminals, their regular 
freight, and they do not have competition. In another trade, such 
as ours, between New York and San Francisco, where the volume is 
very large, we have all kinds of competition. Now, you take a tramp 
steamer — ^I understand it is not your purpose to apply this regula- 
tion to tramp steamers? ' 

The Chairman. We are not going to say that she can not charge 
a low rate. They would be amenable to the law if they charged an 
unreasonably high rate, I suppose, and complaint were made. 

Mr. Dearborn. Well, a tramp steamer is hardly likely to charge 
H higher rate, because they are in a position to make very much lower 
rates. 
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The Chairman. You have a regular line service from the Atlantic 
coast to the Pacific coast, have you not ? 

Mr. Dearborn. Oh, yes. 

The Chairman. Is there any greater reason why those lines from 
New York to Savannah and New York to New Orleans and New 
York to Galveston should be regulated than that your line in the 
intercoastal trade should be supervised and regulated? 

Mr. Dearborn. That is my point exactly. Judge. Conditions are 
so different in different trades that you can not standardize a method 
of treatment for all trades, and if you can not standardize them I 
do not see how you are going to do it. 

The Chairman. Take the lines on the Pacific coast, take the line 
from Seattle to Los Angeles, and from Seattle to San Francisco, 
is there any reason why different rules should be applied to them 
than to those Atlantic coast line services? 

Mr. Dearborn. No ; I think they are in the same category. I do 
not think the lines running between- Savannah, New York, and 
Charleston would care a bit about working under the interstate law 
to-day, practically, because they are making rates to interior points 
through arrangements with the railroads, and their volume of busi- 
ness is limited. I mean to say that they carry a general cargo, mis- 
cellaneous freight and freight that a tramp could not get because 
a tramp could not give the service, whereas in our business there is 
a great volume of business, and a great deal of it would comprise the 
coarse freight and round lots of carload freight. We are dealing in 
our business in normal times, eastbound and westbound, with prob- 
ably 3,000,000 tons of freight. Now, there is no such volume of 
business in the coast trade. If there is, why, they* would charter an 
outside steamer. I mean to say, if there was a cargo of phosphate 
to come up here from the Gulf of Mexico or from Tampa that is 
done in full cargoes. The regular lines do not attempt to deal with 
that class of freight. 

So, if I were before your committee to-day and this bill had been 
passed and the law was in effect, and we wanted to develop our 
business, or if I were a new man in the business and wanted to de- 
velop — we were under regulation and we had never been under regu- 
lation before — I would say, " Please tell us what is the limit of profit 
we can make in our business? Please tell us what your rate regula- 
tion means? What is the definition of a maximum rate? " 

The Chairman. Do you not think, having a monopoly of the 
coastwise trade, that it would be a reasonable exercise of the power 
of the Government to say that ? 

Mr. Dearborn. That is where it comes again. I think you might 
do that where conditions are uniform and permanent. That would 
happen in the trade, for instance, between New York and Charleston 
and Savannah. I do not think the factors in that business have 
changed in years. With our business it is absolutely different. 

The Chairman. This bill is elastic enough for the shipping board 
to recognize those differences, is it not? 

Mr. Dearborn. Yes. I discussed this matter once about four 
years ago with the Committee on Interstate Commerce, on the canal 
rate tolls. I went to some length 

The Chairman. I read your statement then with a great deal of 
interest myself. 
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Mr. Dearborn. You remember it, then? 

The Chairman. Yes. 

Mr. Dearborn. I dp not see how it is workable. I do not see 
how it is with the types of ships and the diflferences in cargoes you 
are dealing with. It is a strange thing. You take a regular service — 
take our service : We have 20,000 or 30,000 ton ships ; we are getting 
a class of cargo that tramj) steamers could not get because they 
could not give the same service. And here our terminals enter into 
the total cost of our plant, or about 25 per cent of the cost of our 
ships. 

The Chairman. Do you own your terminals in New York? 

Mr. Dearborn. No; we lease the terminals. We pay Mr. Bush — 
it is considered the biggest pier in the world — ^$165,000 a year. We 
have capitalized that really on the value of three millions or three 
and a half millions. I think probably the cost of our terminals go 
up nearer 6,000,000 than 3,000,000. I can not see how we would 
work if this law should apply to us. We must go to the board and 
get the privilege of changing our rates. We often have ships, for 
instance, leaving the Pacific coast, on which we engage freight. It 
is all one-sided between the ship and the shipper ; the ship is always 
obligated to take the freight, but the shipper is never obligated to 
ship it. Now, that is a matter of experience. I mean to say, in the 
busy season when California products are moving this \yay, they come 
in and book, and say, "Here, we will book this freight, about 50 
per cent of the space, but we will book all of it." Now, they fall 
down, and a ship is going out with 500 tons of space ; they fall down 
on the freight, and we have no recourse on the shipper. A ship at 
all times in the regular service in the country must please its ship- 
pers; it must have the good will of the shipper; it must give him 
privileges that he is not entitled to. 

The Chairman. You are speaking now of the regular-line service? 

Mr. Dearborn. The regular line. 

The Chairman. And that would apply to your service? 

Mr. Dearborn. That would apply to our service, if we wanted some 
freight in a hurry. 

The Chair3ian. You call the other ships that are in the irregular 
service — ^they are not exactly tramp ships, but their conditions are 
different from the regular-line service. Do you have regular-line 
service to Hawaii ? 

Mr. Dearborn. No. We have a service from Puget Sound to 
Hawaii, and then we take our westbound cargo from New York down 
mere, and then also local freight from Puget Sound, and then we 
come back with sugar. 

The Chairman. Do you have regular sailings? 

Mr. Dearborn. Oh, yes. We have in our service sailings about 
every 10 days for the islands, a regular sailing. I brought up there 
the rate-mating power, as dealing with this contract we have with 
the sugar factories in Hawaii. They come to us and say, " We have 
so many sugars to move. We want you to move all those sugars. 
We want you to agree to do this; we don't agree to ship by you any 
sugars except those we are going to send to the Pacific coast, and we 
can not tell how many we are going to send." That is a one-sided 
contract. 

38534—16 7 
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The Chairman. Do you think if this were a law it would inter- 
fere with your contract with the sugar planters? 

Mr. Dearborn. That is what I want to know. 

The Chairman. You have read the bill, have you not ? 

Mr. Dearborn. Yes; I have read the bill, but you have the rate- 
making power. What is it? I am still asking the question. I have 
heard discussions here this forenoon in respect to the present high 
rates of freight, and God knows they are exorbitant and fabulous. 
Is this rate-making power to be applied, for instance, to this situa- 
tion, or is it to be applied to any other situation ? 

The Chairman. I would say this, that under the provisions of 
this bill, this board has the power to consider conditions and deter- 
mine whether or not the conditions are extraordinary, and if they are, 
they will have the power to recognize that fact and not impose any 
unreasonable restrictions. 

Mr. Dearborn. But then they must have some idea in their minds 
as to what a seasonable rate would be. 

The Chairman. How did the Interstate Commerce Commission, 
in this case to which I referred, ascertain that the proposed increase 
of 15 per cent was unreasonable as applied to the Ocean steam- 
ship Co. ? 

Mr. Dearborn. Take the Interstate Commerce Commission. The 
Interstate Commerce Commission is trying to find a basis now upon 
which to make rates, is it not? They are going through a process 
of valuing the railroads. Ultimately they expect to make a rate 
based upon the return on the investment, or a return, I will say, upon 
the value of their property. As it is to-day the Interstate Commerce 
Commission will make rates, I suppose, based upon the dividends as 
evidencing the prosperity of the railroad they are dealing with. Of 
course, one railroad is prosperous and another is not ' prosperous, 
and the same rate applies to both. 

The point I want to make as fundamental in this thing, is whether 
you are dealing with companies operating a fleet or dealing with a 
few ships or one ship, the unit is a ship ; you are putting the ship in 
the same category as the railroad. Now, you have trade* commis- 
sions. You have Sherman Act to govern unfair practices in general 
business and manufacturing. A ^ip is nothing but a manufactur- 
ing plant, but it gets nothing from the State. What do they get, 
except when you give them the privilege of forming conferences? 
You do give them something there ; I will admit that. 

Mr. IL^RDT. Eight at that point, I want to know if the board can 
not fix reasonable rates; how do you think the conference lines do 
it? Do you form a conference and agree on rates? 

Mr. Dearborn. That is the point I have been making. I say you 
have to differentiate the rates. There are companies, steamship com- 
panies, doing business under conference agreements. 

Mr. Hardy. With the rates agreed upon? 

Mr. Dearborn. Yes ; with the rates agreed upon. 

Mr. Hardy. And divisions agreed upon? 

Mr. Dearborn, Yes; and divisions agreed upon. 

Mr. Hardy. But just a moment ago, I understood you to say that 
this board, neither for the individual ships, nor for the lines — ^it 
doesn't make any difference whether they were tramps or lines opesr- 
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ating together — ^that the ship was a unit and that the board could 
not fix any rates. 

Mr. Dearborn. Before you came in I said, of course, I would dif- 
ferentiate between steamship companies doing business under those 
methods, and steamship companies — ^which are the great majority — 
which are foot free. 

Mr. Hardy. If I get at your proposition — ^I think maybe I do — 
you think this board could regulate the rates for conference lines or 
regular lines, but could not regulate for the tramps ? 

Mr. Dearborn. Yes; on those now doing business under confer- 
ence arrangements. 

Mr. Hardy. Do you think this board should regulate the rates for 
regular lines? 

Mr. Dearborn. In theory. I have said to my confreres on this 
committee, that I do not believe in this rate regulating power, and 
why? As I say, the ship as such, gets nothing from the State, but 
if ship companies doing business under a conference get immunity 
from the Sherman act, then, they are getting something from the 
State. 

Mr. Hardy. I want to go back, then, and pin something down. 

Mr. Dearborn. Yes. 

Mr. Hardy. As I understood you, you admit that the lines that 
have regular sailings and regular routings might be regulated ? 

Mr. Dearborn, xes; if you think it is necessary to do business 
that way, you are giving them a privilege, and, I think, fimdament- 
ally they are getting something from the State. 

Mr. Hardy. You admit — ^just as a conference would agree upon 
the rates — ^then, this board could fix rates with such as much reason- 
ableness as conference lines can agree upon rates ? 

Mr. Dearborn. Yes ; except that it would be very difficult. 

Mr. Hardy. What would be difficult? 

Mr. Dearborn. It would be very difficult to fix a rate. 

Mr. Hardy. How do the conference lines fix them? They fix 
them, do they not? 

Mr. Dearborn. Of course, going back to normal conditions, these 
conference lines, I believe, were formed not for aggrandizement, 
not to extort money from the public at abnormal profits, but for self- 
preservation. 

Mr. Hardy. That is perfectly natural. I do not blame men for 
getting together. 

Mr. Dearborn. Yes; but going back to the purpose of these con- 
ference lines, I don't think, before the war started and these abnormal 
rates existed, that there would be any complaints from shippers about 
the rates themselves. There might be complaints about practices. Of 
course, the company I represent has never been in that kind of busi- 
ness, has not been in any conference, and never expects to be. 

Mr. "Hardy. Then I understand your chief objection to this is that 
you can not apply this to the tramp steamer ? 

Mr. Dearborn. To what? 

Mr. Hardy. To the tramp steamer. 

Mr. Dearborn. No. I am taking our own case. I do not think 
our steamers — we have 26 performing this service; we are not 
tramps. 

Mr. Hardy. Have you any regular lines? 
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Mr. Dearborn, Oh, we have a regular service. 

Mr. Hardy. As I understand you, are you net in any of these con- 
ference agreements? 

Mr. Dearborn. No. 

Mr. Hardy. What has become of all the ships that are in the con- 
ference agreements? 

Mr. Dearborn. Mv dear sir, our service was in the coastwise trade. 
We have a lot of competition. 

Mr. Hardy. You don't mean to say that you have not any con- 
ference agreements in the coastwise trade? 

Mr. Dearborn. Not in our trade. 

Mr. Hardy. What sort of trade is yours? 

Mr. Dearborn. Our trade is ti-ade in which we operated ships be- 
tween the Atlantic coast ports and the Pacific coast ports, and to 
Hawaii and back to New York. We used to operate through Magel- 
lan. Originally we operated sailing ships around Cape Horn. We 
have developed a fleet of twenty-six 10,000-ton steamers, and it all 
came from the time that the navigation laws were applied to Hawaii. 
When Hawaii was taken over in 1898 the navigation laws were 
applied to Hawaii, and we started in. We said, " Here is our oppor- 
tunity to get return cargo." In those times we could get cargo to the 
Pacific coast, but we could not get it back. 

Mr. Saunders. You say the ship does not get anything from the 
State. It seems to me in that very instance you have given of the 
application of the navigation laws to Hawaii, which enabled you to 
build up this trade, that you got something from the State. 

Mr. Dearborn. Surely ; but any other ship has the same right. 

Mr. Saunders. Any other railroad could get the same charter as a 
particular road. 

Mr. Dearborn. No; rights that the railroad has can not be taken 
away from it by any other. I say the ocean is free. We have no 
trackage rights. 

Mr. Saunders. No; not in this particular trade. 

Mr. Dearborn. It is free to ships. 

Mr. Saunders. It is not free in the trade you operate ; it is free to 
American ships, but it is not free to foreign ships. 

Mr Dearborn. It is free to American ships. We have no mo- 
nopoly. A railroad has a monopoly of the territory through which 
it goes. 

Mr. Saunders. Not necessarily ; they can build a parallel railroad. 

Mr. Dearborn. I know, but not in the immediate territory. A 
ship does not control anything. 

Mr. Saunders. Of course, the railroad controls the immediate 
track it runs on, but it is not such a great thing. You say it gets 
some benefit from the Commonwealth or the State that the ships do 
not get. You illustrated the- navigation laws that enabled you to 
build up this great business. I have observed several times that the 
i^uestion has been asked, as if it was an unsolvable one. How can we 
define a reasonable rate? 

Mr. Dearborn. Yes. 

Mr. Saunders. In everyday business in this country we are con- 
fronted with the same sort of thing, to define reasonable care. A 
man is required to exercise reasonable cai'e. How would you define 
reasonable care? Have you ever served on a jury? 
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Mr. Dearbobn. There would be a degree of care, whether it was 
going to preserve a human life or do better than that. 

Mr. Saunders. No; but the courts require you to exercise, under 
certain conditions, reasonable care. If you ever served on a criminal 
jury you would be instructed with regard to reasonable doubt. How 
would you define reasonable doubt. It has been tried several times, 
but noDody has ever gotten any further than a reasonable doubt is a 
I'easonable doubt. 

Mr. Dearborn. I say in a case of that kind it all depends upon the 
evidence. 

Mr. Saunders. What is a reasonable doubt? 

Mr. Dearbobn. You have the evidence pro and con, but in the case 
of fixing a rate, there it is not necessary to get anything reasonable — 
that is, to fix a rate. And what is it based on ? 

Mr. Saunders. I would have replied just as you have replied with 
respect to a reasonable doubt; it would depend upon the evidence, 
and the evidence in that case would depend upon the facts, and the 
facts would be the factors in this business in respect to which the 
rate is charged. 

Mr. Dearbobn. If you were chairman of that board you would 
say, " What is the property cost ; what is a reasonable cost ; what is 
the return on the investment? " 

Mr. Saunders. I was just going to follow that up. 

Mr. Dearbobn. Yes. 

Mr. Saundebs. You can all tell in the ship business whether you 
are making money or losing it ? 

Mr. Dbabbobn. Take a ship in normal times 

Mr. Saundebs. Take normal or abnormal times. Can not you all 
tell whether you are making money ? 

Mr. Dearborn. Let us deal with the situation to-day. Those who 
8 re building ships to-day and those who have bought ships at the 
high prices — as high as $180 a ton has been paid for ships 

Mr. Saunders. Yes. 

Mr. Dearborn. And there are ships in the service that have cost as 
low as $40 a ton. Xow, if you are going to fix a rate for the service 
based upon the highest cost ship, it would be an unreasonable rate for 
the lowest cost ship. 

Mr. Saunders. In that condition the element of prime cost would 
be a proper element to consider, but can you not, as a company, in 
operating ships, determine whether j^ou are making money or losing 

money ? 

Mr. Dearborn. In operating our ships we charge off 5 per cent for 
depreciation. Now, you get down to a basis. Suppose it was put up 
to you as chairman of this board, and we show 10 per cent after 
charging off for depreciation, would you say that was an excessive 
rate? * 

Mr. Saunders. Whether that particular thing is a reasonable or 
unreasonable rate would depend upon the facts in that case. 

Mr. Dearborn. Yes. 

Mr. Saunders. I am coming up to that. I ask you the same ques- 
tion: Can you not, in vour business, determine whether you are 
making or losing money ? 
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Mr. Dearborn. There have been times in the business when it was 
merely a case of whether you took in more money than you paid out. 
You didn't hav e enough to go into it. 

Mr. Saunders. With reference to the salaries you are paying or 
dividends you are paying — a man can tell whptiier he is prosperous 
or not. 

Mr. Dearborn. Why, certainly. 

Mr. Saunders. Of course your answer to that must be yes. 

Mr. Dearborn. Yes; a man knows whether he has got a dollar in 
his pocket or not. 

Mr. Saunders. A man can tell whether he is prospering greatly, 
as compared with his condition of whether he is paying big dividends 
or little dividends. 

Mr. Dearborn. Yes; certainly. 

Mr. Saunders. Now, when you have all these factors it seems to 
me it would be very easj to determine whether any particular rate 
furnished great prosperity or moderate prosperity or just sufficient 
to keep things going. When you all know those things I do not 
think any man in this room would have any difficulty to determine 
whether it was a reasonable or unreasonable profit. 

Mr. Dearborn. Suppose in our case we have a fleet of ships that 
were built recently and some other fellow^ comes along with a fleet 
of ships, a dozen ships, that were built some time ago, and he was 
satisfied with a margin of profit that would ruin us. You are not 
going to deprive the public of those more economical ships? 

Mr. Saunders. Not a bit in the world. How does that hit you? 

Mr. Dearborn. That hits me, because we are down and out. 

Mr. Saunders. That is under the law of ethics of competition. 

Mr. Dearborn. Suppose we had a dozen ships (I will reverse it). 
Our ships were built some years ago, and I think now the average 
cost of those ships would be perhaps $100 a ton less than the highest 
price paid for ships recently, but, say, $35 a ton less than they are 
paying for ships tor delivery two years hence. Now, some man is 
building ships perhaps for our trade. We do not know. They are 
building a lot of American ships. If you fix a rate of freight based 
upon this cost — my Lord, we are going to 

Mr. Saunders. But that does not create any difficulty. If I follow 
the thought you are suggesting, it is that, by reason of the fact that 
you built your ships cheaper, you would be able at the same time and 
at the same rate to pay much bigger dividends. 

Mr. Dearborn. No; if we were satisfied w^ith a lower margin of 
profit, we would cut the other fellow and drive him out of business. 

Mr. Saunders. Very w^ell ; do you think you ought to be allowed to 
do that, just simply to undercut lor the purpose of driving somebody 
else out of business? 

Mr. Dearborn. If we are willing to do business at a low margin of 
profit, I should think we should be able to take the benefit of it. ^ 

The Chairman. That would be all right if, after you have driven 
the other fellow out, you did not raise the rates. 

Mr. Saunders. That was to be my next question. Do you believe 
in that case those possibilities ought to be allowed ? 

Mr. Dearborn. I am trying to point out the difficulties you are 
trying to deal with. I really think it is unworkable, and it could 
not be made equitable. 



REGULATORY FEATURES OF SHIPPING BILL. 103 

Mr. Saunders. Suppose, to follow out your suggestion — ^you say it 
is unworkable; I do not see any ^eat difficulty so far. 

Mr. Dearborn. Then my wor& have had no effect upon you what- 
ever. 

Mr. Saunders. No ; I do not put it that way at all, but I say the 
illustration you have given is certainly solvable, so far as you have 

fone, because you have admitted you can tell whether you are making 
ig profits, reasonable profits, or little profits. I am taking that very 
suggestion and taking that ship line you say was built a few years 
jigo, that was built cheaply, and you are able, by reason of those 
conditions, to make 100 per cent, whereas a fellow who is going into 
the business now, with reference to the increased cost of his construc- 
tion, operation, etc., could not make more than 10 per cent. Do you 
think you ought to be allowed to go on and make 100 per cent and 
tell me there is not enough authority and ability in the business world 
to deal with a situation like that and say to you " Gentlemen, 100 per 
cent under these conditions is unreasonable and extravagant, and the 
mere fact that you are able to do it does not justify the rashness and 
impropriety of it." 

Mr. Dearborn. In the underlying principles applied to any busi- 
ness, every man knows no man can enjoy 100 per cent profit in his 
business for any length of time. 

Mr. Saunders. Don't take that illustration ; make it 50. 

Mr. Dearborn. I say make a normal profit. We have to do busi- 
ness on a normal profit, and then a great deal depends on the capi- 
talization. You take a company that is capitalized conservatively; 
that is, they have put their surplus earnings into new ships, and they 
have allowed their companies to develop from surplus earnings ; they 
have not issued stock. Just think with how much smaller a margin 
of profit they can do business. 

Mr. Saunders. That is all right. 

Mr. Dearborn. Take in our own case: We have ships that cost 
$20,000,000, and our capital is only $5,000,000. We have held the 
dividends back and put our money into new ships. 

Mr. Saunders. That is a problem for business men to deal with, 
to see the extent to which you are prospering. Now, let me take that 
very selfsame illustration. You take a line such as you have spoken 
of, that has been a reasonable line, and you are making moderate 
profits — and we all want to see prosperity — and conditions come 
along in which, instead of making their usual normal dividends of 
10 per cent, by reason of these conditions they can declare for one 
or two or three years 100 per cent dividend. 

Mr. Dearborn. Yes. 

Mr. Saunders. Now, is there any difficulty in determining whether 
that is an unreasonable rate? 

Mr. Dearborn. But how are you going to start in to make a rate? 
Are you going to consider the man who has had the courage to come 
in and pay high prices for ships? 

Mr. Saunders. So far as that is concerned, that does not enter 
into the question of determining whether your rates are unreasonable 
or not. 

Mr. Dearborn. Suppose this man who has built the high-priced 
ships and the man who has the low-priced ships are in the same 
service. 
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Mr. Saunders. Yes. 

Mr. Dearborn. It is not workable, I say, for one company to have 
one rate and another company to have another rate. 

Mr. Saunders. Oh, no. 

Mr. Dearborn. The rates have got to be about the same. 

Mr. Saunders. Of course. But you have in mind that you estab- 
lish what for that business would he an unreasonable return. If 
under that you made all the conditions fair, and you made the rates 
indiscriminatory, if one man under the law of competition can not 
live he must go out, as far as that is concerned. 

Mr. Dearborn. The company in the stronger position would be in 
a position to monopolize then. 

Mr. Saunders. No ; that is exactly what we are going to prevent 
in this bill, because this law will prevent monopoly. 

Mr. Dearborn. Judge, supposing that we are satisfied with a mini- 
mum and reasonably low return on our capital or on our low-priced 
ships. 

Mr. Saunders. Well? 

Mr. Dearborn. If we made our rates based on that, it would put 
the other fellow out of business. 

Mr. Saunders.. What of it? So the public gets reasonable rates, 
we are not concerned what the other fellow makes. We are not 
concerned with that end of it. 

Mr. Dearborn. No. 

Mr. Saunders. We are concerned with this particular business be- 
ing conducted on a reasonable basis. Upon that foundation all 
prosperity is built. 

Mr. Dearborn. As a matter of fact, as far as our own trade is 
concerned, to go back to that, the Interstate Commerce Commission 
has allowed the railroads to make such low rates to meet the canal 
competition that our maximum rate is fixed at a minimum. In 
dealing with that case they allowed the railroads to fix a rate based 
upon an out-of-pocket cost ; that is to say, " What does it actually 
cost you to carry this particular commodity? So much." And it 
is about a dollar a ton m excess of that. " Well, you can make this 
rate." It is directed against this canal service. We who have to 
pay a toll of almost a dollar a ton have to take that dollar off, and 
naturally we have to take freight at a lower rate than the railroads. 
You might say I am speaking to-day in rather an academic way. 
So far as our own business is concerned, we are so regulated now by 
the Interstate Commerce Commission's permission to the railroads 
to meet canal competition that there is no danger of our ever charging 
any excessive rates or showing excessive profits. 

Mr. Saunders. You then feel that you have been regulated? 

Mr. Dearborn. We have been regulated. 

Mr. Saunders. You have been regulated ? 

Mr. Dearborn. We have been regulated. 

Mr. Saunders. And now, as a result of that, if you find that with 
your rates you can make a profit 

Mr. Dearborn. My dear sir, we are out of the business. 

Mr. Saunders. What business are you speaking of? 

Mr. Dearborn. The canal is closed. We were in business between 
New York, Puget Sound, and Hawaii. We had a fleet of 26 steamers. 
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Mr. Saunders. Do you mean you have gone out of that per- 
manently ? 

Mr. Dearborn. The canal closed last September. 

Mr. Saunders. But that is temporary ? 

Mr. Dearborn. Yes ; we had 17 ships. The canal remained close4, 
and the prospects were that it would be closed for another year. 

Mr. Saunders. What I am getting at is, you are not out of it 
permanently ? 

Mr. Dearborn. No; but in serving ourselves and enjoying these 
very high rates in going into the foreign trade we are doing some- 
thing for the foreign trade, too. Judge Alexander said to me four 
or five days ago, " Why don't you go into the South American trade?'- 
We have 13 ships in the South American trade, and I assure you we 
are not making any sacrifices. 

The Chairman. Of course you are not. I would like for you to 
explain what foreign trade you are operating in. 

Mr. Dearborn. We have one ship going to Vladivostok, one going 
to France, and one going to South Africa. 

Mr. Saunders. I thought you meant the closing of the canal had 
put you out of business. 

Mr. Dearborn. No; it served us well. 

Mr. Saunders. It put you in a better business ? 

Mr. Dearborn. Yes ; I am not making any complaint. 

Mr. Greene. Is not that on account of the abnormal conditions ? 

Mr. Dearborn. Oh, yes. 

Mr. Greene. Ordinarily you would not have been there. 

Mr. Dearborn. I take it that if you had power to-day to fix these 
rates that you would expect your board to- reduce the present abnor- 
mal rates of freight ? 

Mr. Hardy. We certainly would. 

Mr. Dearborn. That is what you would expect, Judge Hardy, and 
let us see how that would work. The rates ruling from New York 
to England and France are $25 a ton. You want to reduce those 
rates to $10 a ton. Who gets that ? The ammunition maker. Now, 
getting right down to the question of interest, you are more interested 
in the steamship company than you are in the ammunition man. 

The Chairman. But 60 per cent of our foreign trade, or more than 
that, is in food products. 

Mr. Dearborn. I know ; but in the products of munitions there is 
a case in hand. 

Mr. Hardy. When you have raised the price on our cotton shippers 
from $1.50 to $15 a bale, where it did not go into a war zone or get 
into any danger, not including insurance or anything of that kind, we 
think something ought to be done. 

Mr. Dearborn. We think it is terriffic; but, at the same time, the 
cotton man is getting as much for his cotton; the other fellow is 
paying for it. 

Mr. Hardy. Notwithstanding the fact that he is paying for it, 
when you raise the price of cotton to the point where people will not 
buy you can not get the consumption of it; those people can not 
consume it. 

The Chairman. He thinks the cotton man ought to be satisfied 
with bottom prices where the steamship man gets the war prices. 

Mr. Dearborn. Well, the other fellow fixes the price. 
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Mr. Hardy. You have said the other fellow fixes the price ? 

Mr. Dearborn. The American ships are in the minority ; the for- 
eign ships fix the price. 

Mr. Hardy. I am talking about the man who fixes the price to the 
shipper. 
* Mr. Edmonds. Mr. Dearborn, let me ask you a question. What 
would you do if this board was now in existence to-day, and where 
freight is $25 a ton should reduce it to $10 a ton ; what would you do 
with your ships? Would you continue to run them at $10 a ton? 

Mr. Dearborn. 'In the first place, I would look out and see if we 
could not get freight somewhere else. 

Mr. Edmonds. You would see if you could not get freight from 
Argentina to London? 

Mr. Dearborn. Yes. 

Mr. Edmonds. Or from Vancouver to China? 

Mr. Dearborn. Yes, sir. 

Mr. Edmonds. Or from Vancouver to South America? 

Mr. Dearborn. Yes. The first effect would be, under the high rates 
now — ^there is more freight than the ships can carry, and therefore if 
you are going to reduce our rate on this — we are not engaged our- 
selves in taking freight ; we have time-chartered our ships 

Mr. Edmonds. I am asking you, as a shipowner, what would be the 
natural thing to do? 

Mr. Dearborn. As a shipowner, I would go where I could get the 
highest price. 

Mr. Edmonds. You would not care whether the ships run from Ar- 
gentina to Australia, as long as you got the highest price? 

Mr. Dearborn. Oh, no. 

Mr. Edmonds. In other words, you would stop running them in 
this traffic and go where you could get the highest prices ? 

Mr. Dearborn. Our duty to our stockholders is to get the highest 
price we can. 

Mr. EowE. Do you think that if Judge Hardy had a bale of cotton 
to sell he would sell it for $10 if he could get $20 ? 

Mr. Dearborn. I have more respect for Judge Hardy than that. 

Mr. Hardy. You understand that I said that I did not blame them 
for charging $25 a ton if they can get it. 

Mr. Dearborn. No. 

Mr. Hardy. And I do not blame the railroads for charging three 
times the freight rates they do how, but I do say the American peo- 
ple are hardly capable of self-government if they permit the public 
functionaries, the quasi-public institutions like railroads and great 
steamship lines, to charge unrestricted rates. It is not that I blame 
the railroad lines 

Mr. Dearborn. I understand. 

Mr. Hardy (continuing) . And the steamship lines for charging twice 
as much for freight, but if we as a people have no power to regulate 
those freights under reasonable conditions we are a weak people, and 
if we have the power and do not use it it is our fault and not the fault 
of the people who charge those rates. 

Mr. Dearborn. Let us take a concrete case. Suppose the board 
was to reduce the rates on a ship ; say we take a rate of freight and 
leduce it to $10 a ton, who is going to get the benefit ? Suppose the 
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shipper gets the benefit of it (throw out the idea or theory that the 
purchaser or receiver on the other side pays the price), or suppose 
the farmer gets the benefit, or suppose the manufacturer gets the 
benefit, are you going to regulate his price? 

Mr. Hardy. Somebody has got to get it. 

Mr. Dearborn. Is not he getting $10 a ton more than he should. 
Why should the money be taken out of the shipowner and trans- 
ferred to the manufacturer or the farmer? 

Mr. Hardy. The same question could be asked, and was asked by 
the railroads when we started to regulate them, and every railroad 
in the country kicked like a bay steer over the idea that the Govern- 
ment should undertake to regulate its rates. 

Mr. Dearborn. Yes, sir. 

Mr. Hardy. To-day the railroads themselves realize that it has 
been a great benefit to them. 

Mr. Dearborn. Yes, sir. 

Mr. Hardy. The public, I think, has not gotten as much benefit 
out of that as the railroads. 

Mr. Dearborn. I think the railroads have really gotten more out 
of the interstate-commerce act. Why? Because it has prevented 
them from competing. 

Mr. Hardy. Exactly; that is the idea. Now, the difference is 
simply this: While to-day competition is desired there has been a 
restraining hand of the Government to keep competition from being 
absolutely oppressive. The difference is that your ship lines on the 
ocean in the international and coastwise trade have formed an in- 
finite number of combinations, and they have the power of destroy- 
ing competition without any restraining power of the Government, 
unless we pass some bill like this. 

Mr. Dearborn. Oh, but the limitation of ship combinations are 
so great as compared to the unlimited opportunities of railroads, if 
they had a free hand^ that there is no comparison. 

Mr. , Hardy. It is just possible that you can not oppress quite as 
much by combination; but it has been demonstrated through two 
years of hearings before this committee that on the Lakes, in the 
coaostwise, overseas, and everywhere your regular lines are in vast 
combinations from the Mediterranean to New York and everywhere, 
and that they by conferences fix their rates, their divisions, the earn- 
ings, and their poolings. You have no competition of that kind. 
Competition has practically died out, except a few tramp steamers. 
And then, that being the case, are you going to ha^e combination 
without any restraint at all? 

Mr. Dearborn. But, Judge, just think what a small investment it 
takes to break up a combination of ships. You can not break up a 
combination of railroads. You will admit that is out of the question, 
where billions of dollars are involved. 

Mr. Hardy. I say the evidence is before us that you can not break 
up these combinations on the oceans. 

Mr. Dearborn. If there are four or five lines in a combination on 
the ocean charging exorbitant rates you can go in there with four 
or five ships and blow it wide open. 

Mr. Hardy. Did you hear old man Bull's testimony about his 
difficulties? He got there finally. He is on the inside now. 

Mr. Dearborn. How did he get there? 
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Mr. Hardy. He got there by persuading them to take him in. 

Mr. Dearborn. 1 understand that old man Bull was taken in and 
he made them buy him out; then he became an independent and 
made them take him in again. 

Mr. Hardy. He has had quite a lot of ups and downs, and any 
other man who ever tried to run against this crowd has to have the 
same experience that he had as to the methods they pursue. 

Mr. Dearborn. Why does not this committee, before it commits 
itself to this bill, have a subcommittee make a study of the prac- 
ticability of fixing rates. 

Mr. Hardy. How long, how many years, would you have us make 
a study? This committee has been studying this question for the 
past two or three years. 

Mr. Dearborn. My Heavens, and here I am coming here repre- 
senting our company, which is in the foreign trade, and in our trade, 
as our rates are fixed, they are low by reason of the competition of 
the railroads. I do not think this bill is going to affect us. ; 

Mr. Hardy. Do you mean to say that the transcontinental rail- 
roads compete with your ships through the canal from New York to 
San Francisco? 

Mr. Dearborn. Oh, they would not take our business away. 

Mr. Hardy. They can not compete with you ? 

Mr. Dearborn. Yes; they can reduce their rates. 

Mr. Hardy. Can they carry coal for less than twice what it costs 
you to carry coal? 

Mr. Dearborn. Oh, yes; oh, my, yes. 

Mr. Hardy Does not the freight cost you half as much to carry it 
from New York by water to San Francisco as it does the trans- 
continental lines? 

Mr. Dearborn. But, I say, the rate of freight they are making — 
I will give you an example : The transcontinental lines are carrying 
canned goods at $8 a ton. 

Mr. RowE. You mean from Seattle to New York? 

Mr. Dearborn. From San Francisco to New York, for $8 a ton; 
and we naturally have to take it at a lower rate. 

Mr. Burke. Does not the difference in that c(ist arise by reason of 
the question of time? In the transportation of canned goods and 
fruits, the railroads make better time, and for that reason the 
shipper is forced, in order to reach the market while his goods are 
in good condition, to use the railroads. 

Mr. Dearborn. Oh, no; our time is satisfactory. 

Mr. Burke. How long does it take you to transport a cargo from 
San Francisco to New York? 

Mr. Dearborn. Twenty days. 

Mr. Burke. How long does it take a fast freight? 

Mr. Dearborn. Oh, 12 to 25 days, so that the difference in time 
does not really count very much. 

Mr. RowE. What were they charging before the canal opened ? 

Mr. Dearborn. Eighty-five cents a hundred. 

Mr. Hardy. That was $17 a ton ? 

Mr. Dearborn. They reduced the rate of freight from a maxinium 
of 85 cents a hundred to a maximum of 40 cents a hundred. The idea 
of the canal was to regulate transcontinental rates, and it certainly 
hasr 
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Mr. Hardy. That simply means that the railroad lines have been 
allowed to make the intermediate points pay for the low rates to San 
Francisco. 

Mr. Dearborn. Yes ; there is a big complaint now from Spokane. 
You know the rates for the longer haul are unreasonably low. 

Mr. Hardy. That does not mean that the railroads can compete 
with you, but by taxing the intermediate points they are making low 
rates which compete with you. 

Mr. Dearborn. Yes; the railroads can make it up on their average. 

Mr. Hardy. I only hope the time will come when that average will 
be regulated, too. 

Mr. Edmonds. Mr. Dearborn, you are bringing sugar from Hawaii 
to San Francisco and shipping it to New York by rail, and to Phila- 
delphia, are you not? 

Mr. Dearborn. We are. 

Mr. Edmonds. What is the difference between the cost of that 
service between Hawaii and New York or Philadelphia, this way, 
and through the canal? 

Mr. Dearborn. Well, we had a canal rate of 47^ cents a hundred. 

.Mr. Edmonds. From Hawaii to New York? 

Mr. Dearborn. Yes; and we are paying the railroad 60 cents a 
hundred from San Francisco. 

Mr. Edmonds. Sixty cents a hundred ? 

Mr. Dearborn. That seems entirely out of line with the canned- 
goods rate, does it not, of 40 cents a hundred ? 

Mr. Edmonds. Yes; it does. 

Mr. Dearborn. We are contributing two ships to carry sugar from 
the islands to San Francisco free — donated. 

Mr. Edmonds. You are doing that work for nothing? 

Mr. Dearborn. Why? Because it releases 13 ships for this other 
and better business. 

Mr. Edmonds. You are carrying sugar free from Hawaii to San 
Francisco and paying the railroads 60 cents ? 

Mr. Dearborn. Forty-seven and a half cents is our rate and 60 
cents is the railroad rate. 

Mr. Hardy. I do not understand why you carry this sugar to San 
Francisco for nothing. 

Mr. Edmonds. The canal is closed and they were under contract to 
carry this sugar and get it over to the refineries on the eastern coast. 
They have agreed to carry, temporarily, sugar from Hawaii to San 
Francisco for nothing, and the railroads are now charging, as he says, 
60 cents to carry it across the continent. That is $4 a ton more than 
they are charging for canned goods. 

Mr. Dearborn. And it is much better freight to handle. 

Mr. Saunders. They are not really doing it for nothing then ; they 
are doing it in order to comply with their contract. 

Mr. Dearborn. It releases 13 shipSj and it is good business. 

Mr. Saunders. You are not doing it for nothing, then. 

The Chairman. But you would have brought your sugar around 
the Horn while the canal was closed if it had not been for these large 
rates in other trades of which you are taking advantage ? 

Mr. Dearborn. We would have kept in the general service after the 
canal closed the last of last September, or continued our Magellan 
service. But it is a longer route, 50 days compared to 20, which made 
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it undesirable: and^ furthermore, the embargo on traffic which the 
lines put on all freight between Chicago and New York made it so 
difficult for us to get it through and difficult to get freight to our 
mills in our westbound service. 

There was a prospect of the canal remaining closed, as Col. Goe- 
thals stated not long ago, for six months more, or perhaps for a 
year more, so we said, "What is the use? Why should we make a 
sacrifice?" Our biggest shipper in Seattle, the biggest hardware 
concern, who has been friendly to us, told us : " We have no use for 
your service now." 

. Mr. Edmonds. We had the head of the Canneries Trust from San 
Francisco before us the other day, one of your interests, complaining 
very bitterly about freight rates. 

Mr. Dearborn. There are no rates to complain about. 

Mr. Edmonds. I just wanted to see whether he had much to com- 
plain about when he gets $8 a ton across the continent and the San 
Francisco sugar men have to pay $12. 

Mr. Dearborn. That is from San Francisco. The rate from 
Seattle is a little higher. 

Mr. Edmonds. What I wanted to bring into the hearing was that 
he paid about half for the fruit in San Francisco this year that he 
did last year on account of the war. 

Mr. Dearborn. He did not appeal to your sympathy, did he? 

Mr. Edmonds. Not particularly to mine. I think he is a kind of a 
skin, myself. 

Mr. Greene. Are you familiar with the Lake rates, because a sug- 
gestion was made here, I think, in the conversation that the freight 
rates on the Lakes had been exorbitant? I thought maybe you knew 
what they were. 

Mr. Dearborn. No ; I am not familiar with them at all. 

Mr. Greene. At present, without this law being in existence, if 
you made a contract for a portion of your cargo and you wanted to 
fill up the balance you could do so, and at any price you could get, 
so as to carry a full cargo ? 

Mr. Dearborn. Yes. 

Mr. Greene. What is your idea as to your ability to do that to- 
day if this law were in effect? 

Mr. Dearborn. Under this 10-day notice? 

Mr. Greene. Yes. 

Mr. Dearborn. Oh, it would operate very much against us; it 
would deprive us of an opportunity that might be available, and it 
would deprive the shipper of that opportunity to get that space at a 
reduced rate. 

Mr. Greene. Your vessel, under the law as it is drawn now, if you 
were under that law, you could only carry a part cargo, because you 
would be unable to name a price on which you could fill up your 
cargo. And, really, the question would be whether you could name 
one price for a cargo, for the part you had loaded, and then name 
another price on cargo to fill up the balance of your ship, under this 
bill, in your judgment? 

Mr. Dearborn. Yes. 

Mr. Greene. Do you think you could? 

Mr. Dearborn. No; it would very much hamper ships, which 
would have to go out with that space. 
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Mr. Greene. Unless you could get into communication with the 
shipping board ? 

Mr. Dearborn. Yes. 

Mr. Greene. And if you were a long distance away you would not 
be very apt to do it, unless you worked the wireless ? 

Mr. Dearborn. No. What we have been hoping for for years is a 
merchant marine, and, my Heavens, it has come ! 

The Chairman. Where is it? 

Mr. Dearborn. A hundred ships building in this country, and a 
good many have been transferred to the flag, and capital interested 
in ships and going into ships as it never has gone into it before. 

The Chairman. Is your company building any more ships? 

Mr. Dearborn. We have just built three ships. We were consider- 
ing building two more ships carrying about 13,000 tons each. 

The Chairman. What other companies are building ships to put 
under the American flag? 

Mr. Dearborn. Why, the Grace Co., I believe 

Mr. Sherman. Are building four. 

The Chairman. Are they going to put them under the American 
flag or under a foreign flag? 

Mr. Sherman. Under the American flag. 

Mr. Dearborn. I think all the ships that are built in this country,. 
Judge, are likely to stay under the American flag. 

Mr. Greene. How about the Morse Ship Co. ? 

Mr. Dearborn. Which Morse? 

Mr. Greene. Charles W. Morse. 

Mr. Dearborn. Was Mr. Morse taken seriouslj^? 

Mr. Greene. A gentleman came here and testified before us that 
Charles W. Morse controlled three or four shipyards and he is build- 
ing ships at lightning speed, and could furnish the Government as 
many vessels as we wanted. 

Mr. Edmonds. And that he had 25 ships hidden away somewhere- 

Mr. Dearborn. I think it is beneath my dignity to discuss Mr.. 
Morse. 

Mr. Greene. I was not discussing Mr. Morse. The gentlemen I 
was referring to claimed that he controlled several shipyards, and 
named one at Noack, Conn. 

Mr. Dearborn. Oh, there are a number of ships being built on the 
Lakes for ocean service. 

Mr. Greene. He said Mr. Morse was building a large number of 
vessels and could get a dozen or 25 ships and could furnish the Gov- 
ernment with them at once. I wanted to know if they were floating 
around in the air. 

Mr. Dearborn. I know a concern that is building four ships in 
Bath, at the old Sewell yard there. We were talking about building 
two steamers, and to tell you the truth, it came up to us about the 
menace of this rate regulation. I have been in this business for 42 
years. I went into it as a boy and grew up in the business, and my 
partner went into it as a boy, but, my Heavens, if we have got to 
be haled to Washington and to be controlled as a railroad, and with- 
out the compensating advantages that a railroad has. You have 
got to consider the difference between the railroad and the ship busi- 
ness. The steamship companies are built up with private capital. 
You know how the railroads were built up. You know it probably 
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did not cost the promoters anything. A construction company made 
a contract and sold the bonds, and the stock cost the promoter 
nothing. That has been the history of railroads. 

Mr. Greene. And they have had large land grants. 

Mr. Dearborn. In the steamship-owing business the people have 
gone into their pockets, into their jeans, and put their good money 
into it. When I first went into this business 17 years ago I risked 
every dollar I had in it. 

Mr. Hardy. Did not the people who furnished the money to build 
the railroads risk their money in the railroads, too? 

Mr. Dearborn. The promoters did not care for that. 

Mr. Hardy. Haven't you had some promoters in the steamship 
business ? 

Mr. Dearborn. I think we have had a few ; there have been a few 
I suppose. I think there have been a few promoters in the steamship 
business. 

Mr. Saunders. As far as the people who paid for stock in the rail- 
road company are concerned, they had to go down in their jeans. 

Mr. Hardy. Is it your idea, Mr. Dearborn, that the provisions of 
this bill, in so far as they relate to these interstate-commerce carriers 
by water, would put you and the other interstate carriers out of 
business; that you would ha^e to retire from that traffic? 

Mr. Dearborn. No; I do not imagine it would. 

Mr. Hardy. You will be able to conduct business in the interstate 
traffic even if this bill passes? 

Mr. Dearborn. Yes ; but I think we will be very much hampered. 

Mr. Hardy. Your idea is that the opportunity for profit in the 
future would not be as great if what you would conceive to be the 
hampering provisions of this bill were enacted into law as they are 
at present? 

Mr. Dearborn. As a matter of fact, I say that the big concerns 
with a great number of ships in a regular service would probably 
stand the operation of this bill better than the small ships. Now, it 
comes down to the question whether the tramp is to be regulated as 
well as the regular line. 

Mr. Hardy. You have tramps in the interstate business? 

Mr. Dearborn. Yes. I claim the tramp is a great natural rate 
regulator. 

Mr. Hardy. What I am trying to get at now is the interstate com- 
merce traffic and not the foreign traffic. 

Mr. Dearborn. I am talking about the interstate traffic. 

Mr. Hardy. Are there any tramps to amount to anything in our 
interstate traffic? 

Mr. Dearborn. Between New York and San Francisco; oh, my, 
yes. There are so many ships that are carrying lumber from the 
!Pacific coast, you know, and seeking a cargo back. We had all kinds 
of competition with tramp steamers. 

Mr. Hardy. So far as the other coastwise traffic is concerned, the 
bulwark of the interstate-commerce^ traffic by water, it is not con- 
ducted by what you would call, properly speaking, tramp ships? 

Mr. Dearborn. No. It is mostly short- voyage business; voyages 
of three or four days, with sailings every other day, carrying pas- 
sengers and high-class freight. A tramp can not go into that busi- 
ness. 
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Mr. Hardy. You take those fellows who run oa a pretty regular 
-schedule^ with definite trips, there would be no diflficuhy ill their 
•conforming to the requirements of this law ? 

Mr. Dearborn. No ; I do not think so. 

Mr. Hardy. That would not be hampered? 

Mr. Dearborn. No; because imder their arrangements with the 
railroads, a good deal of their freight goes to interior points on the 
railroads. 

Mr. Hardy. You say they are already under regulation? 

Mr. Dearborn. Yes. 

Mr. Hardy. Then this bill would not affect them at all? 

Mr. Dearborn. I do not think it would affect them at all, but the 
<;onditions are so different in different trades. 

Mr. Hardy. There is an illustration you observe in reaching this 
very commerce you speak of, there is a class of business going on, 
apparently prospering, that is already required to conform to rea- 
sonable rates. 

Mr. Dearborn. Their position is the same as ours. So far as fixing 
the maximum rates, the railroads with which they are in competi- 
tion really fix the maximum. 

Mr. Hardy. And their rates are fixed for them by the Interstate 
Commerce Commission? 

Mr. Dearborn. They are fixed for them by the Interstate Com- 
merce Commission. 

Mr. Hardy. So you get back to Government regulation? 

Mr. Dearborn. Yes, sir; indirectly. 

Mr. Greene. Do you think there is any way possible under this bill 
to regulate the foreign shipowner in the transaction of his business in 
competition with the American shipowner? 

Mr. Dearborn. I understand the purposes of this bill are to regu- 
late both foreign and American. 

Mr. Greene. How far could that be carried on ? 

Mr. Dearborn. I have said, Mr. Greene, that 

Mr. Greene. In competition between London and any points in 
Brazil, or in Chile, or anywhere else, it could not regulate that at all, 
could it ? 

Mr. Dearborn. No; I do not see how a steamship manager here 
could be responsible for any rates made between London and Brazil. 

Mr. Greene. That is, this shipping board would not be able to 
regulate any of their rates in competition with the American ship- 
owner ? 

Mr. Dearborn. No. 

Mr. Greene. Or if a Canadian shipowner, he could not be regu- 
lated at all in shipping across the water? 

Mr. Dearborn. No. 

Mr. Greene. But our shippers would be regulated and ordered as 
to what they sliould do, and the other ships would said free? 

Mr. Dearborn. Oh, they would be absolutely free, and you would 
have a situation where if these ships could get business from these 
other ports, the ships would be withdrawn. Suppose, for instance, 
this board fixed a rate, say, $15 a ton lower than the going rate. 
These ships are not going to have these rates fixed arbitrarily. A 
ship is worth more than that. It is true it is an exorbitant rate, 

38534—16 8 
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but if they could not get that rate they would go to where they could 
get better business. Of course, there would be certain adjustments 
in this buisness. Where ships went from our trade to the other 
trade, it would have a tendency to lower the rates in the other trade. 
There is one thing a ship can do that a railroad can not do, a ship 
can strike. 

The Chairman. You are assuming that this board would be so 
stupid in administering the law that they would force a strike? 

Mr. Dearborn. I know, judge, but you read the law and read the 
power. Perhaps this will be administered in a reasonable way, but 
you are going to have all kinds of individuals on the boatd, and 
you will hereafter. 

The Chairman. We never would have made one single step in 
the direction of regulating railroads, or light companies, or street 
railway companies, or any other public-service corporation, if heed 
had been given to the objections you urge now. 

Mr. Dearborn. But you do not seem to differentiate between the 
status of a railroad and a ship. 

The Chairman. I think I do. I think this board would recognize 
the difference, too. 

Mr. Dearborn. What do we get from the State ; what does the ship 
get from the State? 

The Chairman. You get a great deal from the State. 

Mr. Dearborn. No more than a manufacturer. 

The Chairman. Yes; a manufacturer gets from the State, too. 

Mr. Dearborn. He is in the State all the time, and when a ship is 
beyond the 3-mile limit she is away from the State. 

Mr. Hardy. Let me call your attention to the fact that this Gov- 
ernment spends millions every year improving rivers and harbors, 
and the ships get it; somebody gets it. 

The Chairman. The State is furnishing money out of which you 
get commerce; it has deepened the harbore where you get your com- 
merce, and it is performing all those services for you. And you 
have a mistaken idea about the ship being like a manufacturer ; trans- 
portation is simply an instrument of commerce, and those nations 
that recognize that fact are the ones that are progressing most. Ger- 
many has recognized that transportation is simply an instrument of 
commerce, and controls it, too. Hence they have State-owned rail- 
roads and State-owned canals, and everything else; and everything is 
regulated. 

Mr. Dearborn. I believe, as Mr. Bush believes, and others, that capi- 
tal going in the shipping field would feel that it is a great menace to 
them. You do not think that way. 

The Chairman. I have been on this committee for many years 
past, and there have never been any suggestions made that there have 
not been spooks raised; it is a menace in one way or a menace in some 
other way. But it does not make any difference whether there is any 
menace or not, whether there is anything done or not, you have not 
developed your merchant marine and foreign trade and you are just 
as impotent to-day as you ever were. 

Mr. Dearborn. No; it is being developed. Take our case, for 
instance. We are prospering. I am looking forward to going into 
the foreign trade and building ships for the foreign trade. I think 
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we have inor« ships now than are required for our own trade. They 
are already in the foreign trade now, but that is an emergency, and 
we do not deserve any credit for that. 

Mr. Saunders. Suppose you were on this board, Mr. Dearborn — 
and it has been suggested you might very well be on the board, as it 
is contemplated having men of your type and experience on the 
beard — ^what is there in this bill that would compel you to administer 
it in such a way as to hinder the development of American commerce ? 
What is there in this bill that if you were confronted with an inter- 
pretation of it you would have to put such an interpretation upon it 
that it would operate as a handicap to American commerce? Can 
you lay your finger on any section there that you would have to so 
construe as to hinder American development? 

Mr. Dearborn. I would say, right off, what is my understanding 
of a reasonable rate. What is it ? 

Mr. Saunders. We will leave that to you. 

Mr. Dearborn. What are you going to allow these ships on the 
investment? 

Mr. Saunders. We will say that you ask that question of yourself, 
and your colleagues on the board ask the same question. In answer- 
ing that question you will get all the factors that enter into the equa- 
tion. This would permit you to do that, would it not ? Then would 
you not construe that question of what is a reasonable rate, having in 
mind those elements, in such a way as to develop and forward 
American industry, or would you feel yourselves constrained to so 
construe that as to destroy and break down American industry? 

Mr. Dearborn. I think I would have to come to you as one of the 
legislators and get your idea. 

Mr. Saunders. No ; it would be up to you to construe the bill. 

Mr. Dearborn. You initiated this bill, and I should have to come 
to you as the source of power. 

Mr. Saunders. You never go to the men who passed the law for 
its interpretation. 

Mr. Dearborn. Then I would say to one company : " You are 
making 30 per cent now. What is the history for the last six years? " 
" I didn't make but 5 per cent." " I think you are entitled to a con- 
siderable profit for a few years." 

Mr. Saunders. That might be a proper interpretation. 

Mr. Dearborn. I should hate to have the job of interpreting that 
bill. 

Mr. Saunders. So that you would be vested with the power — and 
that is all I am saying — to construe that law in such a way as not to 
destroy but to build up. 

Mr. Dearborn. I can not imagine any board having the purpose 
of this board wishing to destroy this industry. 

Mr. Saunders. Then the menace suggested in that respect would 
seem to be eliminated. 

Mr. Dearborn. Take that rate-making power out. Judge. As ap- 
plied to ships the conditions of supply and demand and competition 
always fix the rates on ships as reasonable freights — I am not speak- 
ing of practices — and, as far as the rates of freight in the last 15 
years are concerned, that has been true. 

Mr. Saunders. If you are charged with the interpretation of the 
law under these conditions that I have supposed, having in mind all 
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of these things, if you could not interpret these things«so as to build 
up and forward, you would not interpret them so as to destroy. 

Mr. Dearborn. Certainly not. 

Mr. Saunders. Then, because they have the power, it does not 
mean that it has to be abused. 

Mr. Dearborn. Do not give anybody a power that might be abused. 

Mr. Saunders. Did you ever realize that the power that the Su- 
preme Court of the United States has can be so utilized as to de- 
stroy? Our very institutions could be destroyed through interpreta- 
tion by the judges of the Supreme Court. 

Mr. Dearborn. Well, it is a judicial body. 

Mr. Saunders. If it is just the possibility, you need not be dis- 
turbed about that. 

Mr. Dearborn, It is a judicial body. 

Mr. Saunders. We are creating a judicial body here. 

Mr. Dearborn. If you put me on this board, I do not think I 
would have a judicial mind. 

Mr. Edmonds. Don't worry, Mr. Dearborn; we have promised all 
these positions already. 

Mr. Dearborn. I am so sorry. 

Mr. Hardy. I just want to call Mr. Dearborn's attention to one 
thing. You said competition regulated trade and freights in the 
last 15 years ? 

Mr. Dearborn. Yes, sir. 

Mr. Hardy. I do not think you could possibly have read the evi- 
dence taken before this committee in the investigation of the Ship- 
ping Trust. 

Mr. Dearborn. I have read some of it. 

Mr. Hardy. If you do, you will find you are vastly mistaken about 
competition fixing the freight rates. 

Mr. Dearborn. Well, I made some exceptions to that, if you will 
lemember. 

STATEMENT OF MR. PHILIP A. S. FEANKIIN, NEW YOEK, N. Y., 
RECEIVER OF THE INTERNATIONAL MERCANTILE MARINE 
AND PRESIDENT OF THE ATLANTIC TRANSPORT CO. 

Mr. Franklin. Gentlemen, I have not prepared any statement or 
anything of that sort. I thought in the general discussion of the 
matter, if I could assist in giving any information I would be glad 
to do my best in that direction, rather than attempting to make any 
long statement regarding the bill. 

As previously stated to you, the conditions in shipping to-day are | 

absolutely abnormal. The United States has an unheard-of oppor- j 

tunity to go into the general foreign shipping business, and I believe 
that it will be taken advantage of unless some legislation is passed 
that will be too discouraging ; and I am quite sure you gentlemen do 
not want to do anything of that sort. 

The seamen's bill is working at the moment in some ways that 
are exceedingly detrimental, and I strongly urge that you give that 
some consideration. 

As regards bill 14337, as far as the rebate policy is concerned, we 
are in accord. As far as fighting ships are concerned we are in 
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accord; we see no objection to that. As far as the filing of agree- 
ments is concerned we see no reason why this should not be done, ex- 
cept that we feel that if the agreements are filed they should be, if 
not disapproved, then excepted under the provisions of the act of 
Congress approved July 2, 1890. 

The Chairman. How is that now, Mr. Franklin ? 

Mr. Franklin. In other words, if we file the agreements with this 
commission, and after an investigation those agreements are found 
to meet with the approval or, rather, they are not disapproved by 
the commission, then we believe they should be excepted from the 
provisions of the act of Congress approved July 2, 1890. 

Mr. Hardy. We had that so worded as to make it apply to the 
original agreements. 

Mr. Franklin. The original agreements, Mr. Hardy, or any modi- 
fication of them, because you give a right later to have them modified, 
and if they do not meet with your approval to have them corrected. 

Mr. Hardy. Only in making corrections, we want some stability 
in the rates. 1 think we would agree on that if we could get some 
language to effect it. There is to be, first, a rate fixed; that has 
got to be fixed. 

Mr. Franklin. This does not make any instability in the rate 
fixing. Judge Hardy. 

Mr. Hardy. I mean the agreement is filed. 

Mr. Franklin. The agreement is filed. 

Mr. Hardy. Until that is disapproved, if it is the orignal agree- 
ment, possibly it ought to be allowed to prevail; a reasonable time 
ought to be given in which to operate without approval. But if 
when once approved a subsequent modification or correction should 
not be made without first obtaining the approval of this board. If 
tiiey could change them instantaneously from day to day, there would 
lie no use of the board supervising. 

Mr. Franklin. I think your bill provides for that, because it says 
a little later on, some place — ^I do not know where it is — ^that if the 
agreement should be modified or altered, those modifications have to 
be filed at once. 

'Mr. Hardy. You mean before they go into effect ? 

Mr. Franklin. Yes. 

Mr. Saunders. That is page 6, line 15. 

Mr. Franklin. We do not object to that in the slightest. These 
modifications have got to meet with the approval of the board. All 
we say is we would like to know, if we file an agreement, whether it 
meets with the approval or disapproval of the board in a reasonable 
length of time. 

The Chairman. And shall continue in force until approved or 
disapproved by the board. 

Mr. Franklin. If they disapprove, whatever they disapprove of 
will b^ corrected, and then we will not be protected under the pro- 
visions of the act of Congress of July 2. 

Mr. Byrnes. What page are you referring to now ? 

Mr. Franklin. I am referring to page 6. 

Mr. Byrnes. On page 6 does it not say all such agreements, ar- 
rangements, understandings, and conferences shall be approved or 
disapproved, and when approved, shall be excepted from the pro- 
visions of the act? 
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Mr. Fbanklin. Yes; but what I am getting at is "until they are 
approved." They might be approved two years from now, or some- 
thing of that sort. Unless they disapprove them, automatically 
they should come under the exception. 

The Chairman. I do not think there is any disagreement be- 
tween us about that matter, and if you will suggest some appro- 
priate language there, we will consider it. 

Mr. Saunders. We think that is the meaning of the bill. 

Mr. Franklin. If that slight modification is acceptable 

The Chairman. We have discussed that in the committee since the 
bill was introduced and have it under consideration now. 

Mr. Franklin. We would like to know where we stand just as 
quickly as possible. 

Mr. Saunders. In other words, you would like something like this, 
if I catch your thought: When these agreements are filed, that the 
same shall continue operative until disapproved ? 

Mr. Franklin. That is quite right — as operative until disap- 
proved they shall escape from the act of Congress of July 2. 

Mr. Hardy. But when once approved shall not be changed then 
without first obtaining the approval of the board? 

Mr. Franklin. That is right. 

Mr. Hardy. We have been trying to get that in. 

Mr. Franklin. That is right. 

Mr. Hardy. That is what I started to say was our purpose. 

Mr. Franklin. That is only reasonable, because we might make 
some alteration that would entirely change the whole thing. 

Then, we feel that no complaints should be investigated imless by 
sworn complaint or some other similar form of protest. The traffic 
is very voluminous; you are dealing with a great many different 
people. As regards New York, for the sake of argument, we are 
dealing with practically everybody who use all the railroads run- 
ning into New York. Now, if you are going to have an investiga- 
tion on simply somebody's suspicion that something is being done or 
something is not being done — ^in other words, anythmg that is of suf- 
ficient importance to be investigated ought to be of sufficient im- 
portance to the person who wants the investigation to make a sworn 
complaint. 

Mr. Saunders. In other words, in line 10, you suggest the addition 
of the word " sworn " ? 

Mr. Franklin. Sworn. 

Mr. Byrnes. You also want to strike out the words " that they can 
make the investigation upon their own initiative " ? 

Mr.. Franklin. Yes; that follows. Now, as regards the rate- 
making paragraphs, I think they are 4, 5, and 6. We feel that the 
board should have no general rate-making power; that the condi- 
tions in the foreign trade are such that if this power is delegated to 
them it will be more disadvantageous to the shippers than to the 
steamers. We feel that the board's power should be limited to ad- 
justing any discrimination between shippers or any injustice to the 
American shipper versus the shipper from another country to a 
similar market; that the board should not have any general rate- 
making power. 

Mr. Bruckner. Whv not, Mr. Franklin? 
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Mr. Franklin. Because the conditions surrounding commerce with 
the foreign countries are absolutely different from those covering 
the railroads or any other trade that comes solely under the juris- 
diction of any one government. Your merchants in this country are 
in competition with the merchants of the world. If the United 
Stfl-tes puts any burdens upon its shipping that other countries do 
not, the ships will not come to the United States. The United States 
has not sufficient ships to carry its own commerce by long odds. It 
must attract ships from all over the world and from the commerce of 
the world. Now, if you make a maximum rate that is lower than 
the maximum rates from other countries, the ships will go to the 
other countries. The very fact that you have a rate-governing power 
will drive ships from your trade. Rates in the foreign trades ebb 
and flow very rapidly. They fluctuate from day to day. They are 
sometimes increased or decreased three times a day. 

Mr. Bruckner. Are they uniform throughout the world? 

Mr. Franklin. They are not uniform throughout the world, be- 
cause they depend upon various conditions in every direction. But. 
the moment rates go up on any particular commerce the ships will 
flock there until the rates come down. Now, you have an ever present 
regulator of rates in the tramp and other steamers that can be readily 
moved; and if at any time you get the rates too high as compared 
with the world's rates you are bound to have competition, and. vice 
versa. 

Mr. Saunders. Just in that connection let me ask you a question ; 
not exactly a new question, but it formulates the same thought a little 
differently. You suggest difficulties there which I admit are ex- 
istent and will exist; but tell me why a board that will have the 
capacity to determine whether a rate is unjustly discriminatory or 
whether it operates to effect an unreasonable prejudice or disad- 
vantage to American ports — ^it is a question of judgment determined 
upon facts — tell me why a board having the capacity to do that and 
arrive at a just conclusion in that respect — and you are willing for 
those provisions to remain in the bill — would in dealing with the 
factors that would be projected into a determination of rates be un- 
able to arrive at a just conclusion and determination whether or not, 
as a matter of fact, rates were unreasonably high. 

Mr. Franklin. Because the conditions are absolutely different, in 
my mind. 

Mr. Saunders. I admit that. 

Mr. Franklin. If vou have a commission and put before that 
commission the facts nrst by the man who has made the sworn com- 

Elaint and then by the steamship lines against whom the complaint 
as been made, you have the various facts by which it can be clearly 
demonstrated whether they are right or whether they are wrong. 
The commission can then weigh whether or not there has been a 
discrimination. Now, when you attempt to make a reasonable rate, 
a rate that might be reasonable to-day would be absolutely unreason- 
able two weeks from now, and if made as a reasonable rate to-day 
might be detrimental to the shipper two weeks from now more than 
to the steamer, because the steamer would not be protected then by 
that rate and the steamer would go elsewhere for its business. If 
you were like the railroads, if you had sufficient capacity to carry your 
whole traffic yourselves, if you controlled your whole traffic yourselves, 
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you would have a different proposition. But you are competing with 
the merchants of the world and your merchants are competing with 
the other merchants for the ships. 

Mr. Saunders. Yes. Now, do you not think if you were on that 
board you would have in mind all of those facts? 

Mr. Franklin. Yes; but I could not fix a reasonable rate for 
to-morrow. 

Mr. Saunders. Let us see about that. You would have in mind 
all these facts. If you could not fix a reasonable rate, then you would 
not operate to the prejudice of any one ? 

Mr. Franklin. Then why let a board feel it is their duty to at- 
tempt to fix rates? That is exactly the reason we have recommended 
to you gentlemen not to let the board consider they have the power 
to generally fix rates. 

Mr. Saunders. If upon the state of facts suggested by you it 
proves to be impossible, you say it can not be done, to determine if 
a rate is unreasonably high, is not the simple conclusion that the- 
board would not undertake the determination? Grappling with 
the facts they would find: Here is something that is beyond our 
powers of determination; we can not say this rate is unreasonably 
high, owing to the very facts that you mention? 

Mr. Franklin. Yes; but the very power that would give to the- 
board is what we are afraid of. It the public says this rate is un- 
reasonably high, then what harm is it doing the public? The public 
might say, " We are being discriminated against in competing with 
some other market of the country, to which we want to send our 
business." Your commission will then see if it is a discrimination. 

Mr. Saunders. You are afraid, then, this board will undertake to 
do something that really they can not do? In other words, they 
will undertake to declare that a rate is unreasonably high, when as 
a matter of fact they can not ascertain whether it is or is not un-^ 
reasonably high ? 

Mr. Franklin. That is right. But what I am afraid of is thisr 
I am afraid to give this board or to suggest to this board any idea 
that it is its duty to make ratea That is what I am trying to keep 
clear from. 

The Chairman. That is what we tried to avoid in section 5. We 
did not want the board to make rates, because we did not think it 
practicable for the board to make rates. Our investigation of the 
so-called shipping trust demonstrated that fact, and the statements 
filed with the committee by yourself and others representing the 
steamship interests were very persuasive on that question. But here 
in February we had this situation: An American manufacturer of 
water pipe was represented by the president of the company at 
Buenos Aires. The Argentine Republic, or the interests there, were 
asking for bids on 28,000 tons of water pipe. The president of that 
companv cables his representative to get rates. The lowest rate 
quoted from New York or from an American port to Buenos Aires 
was $30 a ton. The rate quoted to the English competitors was $11 
a ton less ; I am not sure, but I think by the English representatives 
of the same line. Now, do you think there should not be any relief 
to the American exporter or competitor with the foreign manu- 
facturer under such conditions as that? 
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Mr. Franklin. You say in one case that they were quoted at $30 
and in another case quoted at $11 — from England? 

The Chairman. $11 a ton less. 

Mr. Franklin. Are you sure your facts are right? 

The Chairman. That was the advice we got from the representa- 
tive of the company — ^the American Cast Iron Pipe Co. 

Mr. Franklin. I doubt very much whether England would export 
anything like that quantity at this time. 

The Chairman. We have the correspondence here before the com- 
mittee, and I have in my possession statements from different parts 
of the world where that same discrimination has been going on 
against our American trade in favor of the British trade. 

Mr. Franklin. If you take that very situation — the steamers going 
out from England to South America empty and for a return cargo. 
They will carry coal, or pipes, or they will carry anything else they 
can get. Now, the ships are going from the United States to South 
America with full cargoes. The trades are absolutely different ; they 
are not comparable. That is just the condition that you have the 
world over in the various trades. It is exactly the same situation as 
you have seen when cement and other commodities were brought 
from the Continent to the United States at two or three dollars a ton. 
We have paid for ballast coming to the United States. We are pay- 
ing to-day for ballast to bring sLips to the United States from Eng- 
land. If we could get pipes there as ballast we would be very glad 
to carry them for a smaller rate. It is a condition of trade that will 
constantly crop up. It is not to the disadvantage of the American in 
any equally competitive market. 

The Chairman. You think the same line should quote a differential 
in favor of the British manufacturer over the American exporter, for 
instance, to South American ports and at the same time be permitted 
to come into our ports and trade from our ports and continue that 
discrimination against our exporters, do you s 

Mr. Franklin. I do not think that they should be allowed to con- 
tinue any discrimination. The matter should be investigated to find 
out whether it really is a discrimination or not. If the conditions 
are absolutely different, those conditions must be considered; but if 
that same steamship company was pursuing that poUcy to a largely 
consuming country, thus proving discrimination, I would say no. 

The Chairman. We want to meet that condition in some reason- 
able way. 

Mr. Franklin. Yes. 

The Chairman. We are intending, if we can, to help our export- 
ers; and while we are compelled to use the delivery wagons of other 
nations, we do not want them to discriminate against us. There is 
a great deal said about they won't come to our ports. Their ships 
would rot at the docks if they did not come to our ports. They have 
got to come here for tonnage. All we want is fair, reasonable 
treatment. 

Mr. Franklin. They will come here for tonnage, but the moment 
they can make a little more out of their steamers elsewhere they will 
go elsewhere. 

The Chairman. Where have they the tonnage elsewhere ? 

Mr. Franklin. In normal trade conditions the tonnage would be 
too large; they would have to come here. But that would level 
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itself ; it all seeks its own level ; it is a question of supply and demand, 
and it seeks its own level. , 

The Chairman. It is moi-e than a question of supply and demana; 
it is a question of discrimination which we want to prevent. 

Mr. Franklin. As far as discrimination is concerned, Judge, we 
are not at all opposed to this board having a right to adjust anythmg 
that they find, after careful investigation, is a discrimination. 

The Chairman. It is a question of combination, too, because our 
investigation showed that from 1909 to 1913 ocean freight rates 
increased from 50 to 200 per cent, whereas the cost of operation ot 
the ships had not increased appreciably at all ; and it also developed 
that the combination was just tfcat much more effective. Now, we 
do not want to break up combinations ; we think that destructive com- 
petition is bad. , We want reasonable regulation, and hence we pro- 
vide here that these agreements shall be submitted to the commis- 
sion, and if approved, or if they should continue in fo^e until dis- 
approved, to permit combination in certain trades. We recognize 
there are certain advantages to flow from it. The question now is, 
How far shall we go in the matter of regulation ? That is all. 

Mr. Greene. He stated from 1909 to 1913. 

Mr. Franklin. From 1909 to 1913 there is a stated cost of operat- 
ing. It is unlike what it has been since the war. There was a stated 
cost, but now things are absolutely abnormal. We felt the recommen- 
dation we made for the consideration of you gentlemen, that this 
commission or board should have the power to adjust all discrimina- 
tions between shippers or any injustice to the merchants of this coun- 
try as compared with the merchants in the other countries, after 
taking everything into consideration 

The Chairman. That will have our best consideration, too. 

Mr. Franklin (continuing). We felt we were accomplishing or we 
hoped in our recommendations you would accomplish what has gJ7^^ 
you the greatest amount of anxiety, and that is fair play. iNow 
you will get fair play ; that board can absolutely assure themselves 
they will get fair play and they will take into consideration all the 
various conditions of the trades of the world. .. 

The Chairman. There is another suggestion : That the Power ot 
this board to make this investigation on its own initiative should be 
stricken out of. the bill. I am not inclined to favor that at all, be- 
cause we received hundreds of letters from large shippers who en 
joyed secrecy, saying if the.y should disclose their complaint it would 
mean discrimination. And hence it is very questionable whether this 
board might not have this powder to investigate. 

Mr. Franklin. Your bill certainly, as I understand it, would cor- 
rect this, as suppose a shipper should make a complaint and then a 
steamship company should do anything against the shipper to punish 
him for that complaint. That is covered by your bill. 

Mr. Hardt. There is a lot of difference in having a nght and 
having to depend upon it for your protection. 

Mr. Franklin. Quite a difference; but I think that is too picayun- 
ish to bother much about. . 

Mr. Hardy. You might think so, but I know in my own little 
town men were absolutely afraid— they were in the mercantile busi- 
ness—to make complaint* against the railroad for fear they could not 
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get ship space. It might be a little thing in some places, but it is a 
bi^ thing in some places, too. 

Mr. Franklin. If he made a sworn statement, it would not be 
necessary to have it published. 

Mr. Hardy. But those tilings leak out. You can not get a caucus of 
the Democratic Party here without every newspaper knowing every- 
thing about it. You talk about things not leaking, but they do. 

Mr. Byrnes. What is your objection to that power being lodged in 
the board ? 

Mr. Franklin. The power of conducting it? 

Mr. Byrnes. The power of starting an investigation upon its own 
initiative. 

Mr. Franklin. My objections to that are not exceedingly strong, 
except from an annoyance point of view. ^ 

Mr. Byrnes. You assume the shipping board would be an an- 
noyance to you ? 

Mr. Franklin. No; I do not assume the shipping board would be 
an annoyance to us, but I think if the shipping board felt they had 
to pay attention to every little complaint that came up they might 
call upon us and call upon others more frequently and not put their 
time and attention upon the more important cases. I think it is a 
protection to the shipping board as well as to the steamship owner; 
that is my opinion. 

Mr. Byrnes. That is true; but do you think there is anything in 
the bill, as you have read the bill, that requires the shipping board 
(a board composed of the type of men that would naturally be ap- 
pointed to that board) to pay attention to every little rumor about 
discriminations; do you think it is a valid objection? 

Mr. Franklin. I put it this way to you; I do not think it is an 
exceedingly serious objection, but I think it would simplify matters 
and make the whole think work more comfortably and pleasantly 
for everybody, and accomplish the desired object without it. 

Mr. Hardy. Let me give you a situation I think you are aware of. 
In the administration of the interstate-commerce act, my under- 
standing is sometimes in the examination of one case the commission 
ran against other matters and they had no power, until given to 
them, to initiate any investigation upon their own responsibility. 
This shipping board is not going to be set up to undertake every sort 
of pessimistic and minimistic investigation; but it might be that in 
an investigation they would run across other questions which were 
very serious and ought to be investigated, and they could not do 
it unless they had the authority to start an investigation upon their 
own initiative. The matter of the nuisance to you or to anybody 
else — I think that objection won't amount to much. 

Mr. Franklin. I will tell you. Judge Hardy, we only suggest that 
because we thought it would simplify matters. As far as the steam- 
ship business is concerned, when it is in its normal condition, it is a 
very narrow-margin business. That is the reason Americans have 
not gone into it; there was not profit enough. We are not over- 
burdened with officials; we have few officials, and we do not want all 
sorts of smaller cases coming up. In other words, anj'^body who had 
an important case would not hesitate to put in a sworn statement. 

Mr. Hardy. I do not think the railroad commission has ever in- 
dulged in that. 

Mr. Franklin. I do not think it amounts to anything. 
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The Chairman. I do not think there is any disagreement between 
us that any one who has a real complaint should be required to 
submit it under oath ; I think that is very reasonable. 

Mr. Franklin. Then for this section 5, which we have just been, 
discussing, here is a memorandum prepared by Mr. Kirlin. I think 
I had better not put it in the record, because I think Mr. Kirlin will 
discuss it when he comes on. 

Mr. Kirlin. I think it is already in. I think Mr. Bush put it in 
with his remarks. 

Mr. Franklin. There is another question — unless there is some 
further information you would like to have from me — about this 
rate-making power. The question comes up about the tramp. The 
rate-making power would not control the tramp and the tramp 
is always there and is always a competitor. But if you allow the 
(ramp the freedom to come in and make any rate against your regu- 
lar lines, you would simply weaken your regular lines and your regu- 
lar lines are the carriers for the merchants who are doing a steady 
business and building up the commerce of the United States. 

Mr. Byrnes. Mr. Franklin, let me ask you two questions. As I 
imderstand your position is if this shipping board were in existence 
to-day and had the power to fix a maximum rate and, exercising that 
I)ower, fixed a rate which was lower than the shipowner could re- 
ceive in other coimtries, that he would withdraw his vessels from 
the American trade and seek the more profitable business elsewhere? 

Mr. Franklin. Quite right. 

Mr. Byrnes. Is that your position ? 

Mr. Franklin. Yes, 

Mr. Byrnes. You contend it would not be necessary for the ship- 
owner to come into the American trade in order to secure sufficient 
tonnage; that he could secure it elsewhere? Is that your position? 

Mr. Franklin. Quite right. 

Mr. Byrnes. Then you do not believe it would be necessary for 
him to come here to secure foodstuffs to-day to carry to the belliger- 
ent nations, for instance ? 

Mr. Franklin. That is entirely a question of supply and demand* 
If the rate from the United States was fixed at a lower rate than that 
same ship could get from Canada, from Argentine, from Australia, 
from India, or from any other wheat-producing and exporting 
country, the ships would go to those countries first and you would 
sell your wheat after those fellows had sold theirs. My contention is 
that it would be more detrimental to the merchants of the country 
than to the steamer, because the steamer can go wherever she can 
make the greatest amount of money. 

Mr. Byrnes. They would have to come here for cotton, though, 
would they not ? 

Mr. Franklin. The United States, of course, is practically the 
only large exporter of cotton and they would have to come here for 
cotton. 
Mr. Byrnes. That is all. 

Mr. Saunders. You have in mind, Mr. Franklin, in answering the 
questions just asked by Mr. Byrnes, rather the tramp steamers than 
the established lines? 
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Mr. Fbankmn. Oh, yes; because the regular line steamers are in 
many eases combination steamers and rely upon other classes of busi- 
nesSj and so on; but they are not the great Durden carriers. 

Mr. Saunders. I understand. I was simply bringing out the fact 
they could not shift about in the manner you have indicated; but 
that would be the tramp ? 

Mr. Franklin. There are certain ships that could not shift at all; 
they were built for the American market. But those same lines have 
other steamers of the auxiliary type that could be moved and they 
do move them now ; they go to the cotton markets ; they go to the 
grain markets, or they take a cargo of beans, or anything you like, 
and they go down to Argentine and elsewhere. My principal conten- 
tion is it is international trade over which you have no control and 
you have not steamers enough to handle it yourself. 

Mr. Hardy. Your position, reduced down, is simply that the Ameri- 
can people, as a whole, have no power, right, or capacity to prevent 
any Jkind of excessive rates? 

iMr. Franklin. No; I do not say that. I say that they have the 
power always. 

Mr. Hardy. But it would be foolish to exercise it? 

Mr. Franklin. I say it would not be to their interests to apply 
that power. ^ 

Mr. Hardy. That is what I mean. 

Mr. Franklin. I think it would be to their disadvantage, because 
their commerce is never charged a higher rate than the average cur- 
rent rates of the world, if you analyze it at the time. 

Mr. Hardy. Suppose you found they were? 

Mr. Franklin. Then they would adjust themselves. 

Mr. Hardy. But I am talking about whether the American people 
have any reasonable right and power to regulate their rates to pre- 
vent thoroughly excessive charges? 

Mr. Franklin. They have the power, but if they exercised that 
power and they put a maximum rate which would be 

Mr. Hardy. It is a pity they have the power, as I understand your 
position — ^that they have the power but it is a pity to use it ? 

Mr. Franklin. I think it would be a misfortune from a commercial 
point of view to do it. 

Mr. Hadley. Your position is that they have the ]:)Ower, but it is 
not expedient to exercise it? 

Mr. Franklin. I think at the moment it would be exceedingly \m- 
wise to attempt it. 

Mr. Hardy. Don't you think not at the moment, but always? 

Mr. Franklin. I think in the future it would be detrimental to 
commerce to apply it. 

Mr. Hardy. But what you think now would be unwise would 
always be unwise, hereafter? 

Mr. Franklin. I say it would be unwise to have the power. 

Mr. Hardy. Then it is unwise to have the power, because it would 
be a misfortune to use it? 

Mr. Greene. How is it about the running expenses of a foreign 
owned and foreign built vessel as compared with the American owned 
and American regulated and run vessel? 

Mr. Franklin. Every vessel is different, and the conditions are 
changing so rapidly to-day. We already have put in effect, or at 
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least we did yesterday, an increase of wages, which will result in the 
seamen getting in all similar ships $45 plus $10 instead of $27.60 
plus $10, which is an increase in the last five weeks. 

Mr. Greene. How does that effect the foreign shipper? 

Mr. Franklin. The foreign shipowner? 

Mr. Greene. Yes. 

Mr. Franklin. It is very difficult to say how it will ultimately 
affect the foreign shipowner. Whether the foreign shipowner will 
make a similar increase or not during the war is an unknown prob- 
lem. 

Mr. Greene. But under normal conditions? 

Mr. Franklin. Under normal conditions his wages will b^ very 
much lower than they will be here. 

Mr. Greene. They have been in the past? 

Mr. Franklin. They always have been in the past and there is 
every indication that they will be in the future. The ships which 
have been transferred from the British flag and other flags over to 
the American flag under the August, 1914, act have averaged five to 
six hundred dollars a month for a steamer of about eight or ten 
thousand tons increased wages and expenses. 

Mr. Greene. Over what they were? 

Mr. Franklin. Over what they were under their own flag. 

The Chairman. What has been the increase in the ocean freight 
rates since the beginning of the war? 

Mr. Franklin. They nave been very heavy. 

The Chairman. From 500 to 1,000 per cent? 

Mr. Franklin. No ; I would not say that. I have never worked it 
out from a per cent point of view ; per cent is very misleading, be- 
cause the rates vary. 

The Chairman. There has been an enormous increase in rates? 

Mr. Franklin. A tremendous increase in rates. 

The Chairman. And it is now for the first time the seamen have 
gotten any increase; is not that true? 

Mr. Franklin. No; I would not say that. The seamen have got- 
ten a larger increase now than they have ever had before. 

Mr. RowE. Tell us about the pay of seamen for two weeks or 
whatever that pay is under the seamen's act. 

Mr. Franklin. Under the seamen's bill we have to pay the seamen 
half his wages the moment he arrives in a foreign port, which he im- 
mediately spends in liquor. He becomes intoxicated and useless. 
There is no argument against the terriffic advance in the rates of 
freight and, therefore, that the steamers can well aflFord to pay the 
extra wage incident to being transferred to a f reindly flag. 

Mr. Edmonds. But they won't continue to pay it after the war 
is over? 

Mr. Franklin. It is very difficult after a higher rate of wage is 
paid to reduce it; whether it can be reduced or not is an open prob- 
lem. 

Mr. Edmonds. But then those ships will go back to foreign reg- 
istry? 

Mr. Franklin. The ships that have been transferred, when they 
find they are at a disadvantag, will very promptly transfer back 
again; the question will be whether they will have a disadvantage 
or not 
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The Chairman. I suggest that we had better stick to this bill. 
Proceed, Mr. Franklin. 

Mr. Franklin. I think the balance of our suggestions would be 
much more ably and effectually dealt with bj^ Mr. Kirlin. I notice 
in this memorandum about the coastwise business, and I think Mr. 
Dearborn will cover that — ^the filing of rates and 10 days' notice to 
change them I think is objectionable and unfortunate. 

The Chairman. The Interstate Commerce Commission exercises 
that right now. 

Mr. Franklin. On through coastwise traffic. 

The Chairman. Yes. 

Mr. Franklin. I think we have covered this feature here 

Mr. Hardy. What section was that you referred to last; do you 
remember ? 

Mr. Franklin. About the 10 days? 

Mr. Hardy. Yes; what line and page would that be? 

Mr. Saunders. Page 11, line 18. That is in interstate commerce. 

Mr. Franklin. Yes; coastwise. 

Mr. Hardy. I understand some other gentleman will speak more 
particularly about it? 

Mr. Franklin. On page 7, transportation of traffic under sub- 
stantially similar circumstances and conditions. One reason we felt 
that the other paragraph should be substituted is that if you had a 
ship at the last minute to fill up that might give serious difficulty, 
and it would be a very great disadvantage to commerce. 

Mr. Saunders. Do I understand you to say that on page 7 you 
want that to be stricken out? 

Mr. Franki^in. We would like to have that entire paragraph elimi- 
nated. 

Mr. Saunders. The whole section eliminated? 

Mr. Franklin. Yes; that section 4. Mr. Kirlin will give you our 
recommendation for a substitute for this. 

Mr. Hadley. He mentions those two lines as objectionable. 

Mr. Saunders. I was just asking him if I understood he wanted 
those lines stricken out, because the very thing you suggested a mo- 
ment ago, with reference to a ship loading at the last moment, was 
brought out by some questions asked by Mr. Edmonds a few days 
ago. We argued it at that time and we concluded those lines were 
necessary in order to take care of the conditions you name so as to 
enable a distinction to be made which, if it could not be made, would 
create hardships. 

Mr. Franklin. Under substantially similar circumstances and 
conditions. We were anxious to find out exactly what you had in 
mind. 

Mr. Saunders. Yes. 

Mr. Franklin. As you put it to me it is all right. 

Mr. Saunders. That is to cover the very situation you suggest. 

Mr. Franklin. As you put it it is all right. We were afraid, in 
reading that over, that we might not have a right to do that. 

Mr. Saunders. No; we had in mind that would enable you to do 
that. 

Mr. Franklin. If you had that in mind and that is clear, that is 
quite satisfactory to us, because that is an essential feature of the 
business. 
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The Chairman. We recognize that fully. 

Mr. Franklin. We only wanted an explanation on it, and I hope 
you will give careful consideration to our substitute for that para^ 
graph as a whole. 

STATEMENT OF MB. J. PAKEEE EIRLIH, LAWYE£, OF NEW TOSK 
CITY, ENGAGED IN THE PBACTICE OF ADMOlALTT AND MABI- 
TIME LAW. 

Mr. KiRLiN. Mr. Chairman and gentlemen of the committee, my 
functions as a member of this subcommittee of the chamber of com- 
merce have been to advise them in so far as their deliberations have 
carried them into the realm of admiralty and maritime law, where 
my practice chiefly lies. 

We have already expressed to you at the previous hearing the 
views of our committee about your principal project, House bill 
10500. We have understood that the present hearing in relation to 
House bill 14337 is with the view of getting an open discussion as 
to the provisions of that bill so that your committee would be in a 
position to make use of such parts of it as it may think desirable to 
include in H. R. 10500 in place of sections 9 and 10 of that bill. 

The Chairman. Yes; we had that under consideration. 

Mr. KiRLiN. Of course H. R. 14337 is a little broader than sections 
9 and 10 of the original project. While we are still of the same 
opinion with regard to the general policy of regulation, and think it 
inadvisable and unnecessary to provide such stringent and minute 
regulations as are covered by sections 9 and 10, and think of H. R. 
10500 that it would be very much better to embody a shorter and 
more general provision prohibiting discriminations, unfair practices, 
and unfair competition, the chamber of commerce has been desirous 
of meeting the wishes of this committee by expressing their views 
after studying this bill. It has formed some views about H. R. 14337 
and sent its committee down here to give you the benefit of them for 
what they may be worth. 

My own part in this discussion is chiefly in relation to the textual 
aspects of the bill. 

I may say at the outset that nobody on our committee has the 
slightest doubt as to the complete power of Congress over the gen- 
eral subject. It has the absolute right to make the most minute and 
drastic regulations that it pleases on the subject. Such regulations 
would apply not only to American shipping generally but also to all 
foreign shipping within our ports. You do touch at one or two points 
in this bill, however, upon a very delicate question of power in those 
provisions where you deal with the actions of carriers abroad. To be 
specific about it, there is a suggestion in the bill that a ca:rrier trading 
from Brazil to New York ought not to be a party to any rebate sys- 
tem at the other end of the voyage. Foreign commerce has two ends. 
While the incoming commerce from Brazil is a part of our commerce, 
it is also a part of the export trade of Brazil, and primarily, I should 
say, it would be within the power and authority of the Government 
of Brazil, or ought to be within their power and authority, to de- 
termine what trade methods should be permitted there. It seems to 
me that it is to a certain extent presumptuous for a nation to assume 
an authority over international trade which would lead to the pro- 
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jection of its regulations into the sovereign territory and into the 
scope of authority of a foreign government. 

Now, while we entertain no doubt about the authority of Congress 
to make these regulations, we think that the circumstances under 
which we find ourselves at present, and so far as we can see, are 
likely to find ourselves upon the conclusion of peace, are not such as 
really call for such specific, detailed, and extensive regulations. I 
hear a great deal in the ordinary course of business about legislation 
in relation to the shipping trade. I hear it from importers, shippers, 
consignees, shipping agents, shipowners, from persons who are de- 
sirous of investing in shipping property, and from banks which 
would like to market the securities that might, with a very little 
legislation, be made very attractive for investment. The consensus 
of opinion that I hear — and I do not speak alone of New York, be- 
cause my business takes me into other re^ons along the seacoast and 
the Gulf — ^is that any regulation that is put on shipping at the 
present time is going to react against shippers. 

I do not believe the steamship people are so very much concerned 
about this bill. While there are a few ships that are so constructed 
and specially designed for their trades that they can not engage in 
any other, they are negligible in quantity and in the aipount of 
tonnage in determining a matter of national policy. The great mass 
of the tonnage would stay or go where the business was most at- 
tractive. 

The Chairman. As a practical proposition, where would that be? 

Mr. KiRLiN. Where they could make the most money. 

The Chairman. What country furnishes more tonnage than this 
country? 

Mr. KiRLiN. I do not know that any country furnishes more cargo 
tonnage than this country, but there is a great deal of choice of 
cargoes in this country, and of course the exports from Argentina 
and other parts of South America are growing, the exports from 
Kussia are growing, and those from the Far East are growing. The 
combined commerce of the world is certainly larger than the export 
trade of the United States. The export trade of the United States 
is diminishing so far as the great staple products are concerned, 
although there has been a general increase in the export of manu- 
factured products. The idea of shippers, as well as of shipowners, 
is that if you put any clog on the shipping trade that is unnecessary, 
but nevertheless constitutes in however small. a degree a burden, it 
is just adding that much to the fixed charges of the business. 

I do not believe you appreciate how much work some of the pro- 
visions of this bill would put upon the carriers in the way of keep- 
ing their accounts rates and records in such a manner as to be 
able to present them immediately as required here, or the expenditure 
that would be involved in answering every charge that came along 
from a shipper, or in meeting an investigation which the board, on 
its own initiative, might think it desirable to institute. These all. 
involve expense. Now it is not to be supposed that the shipowners 
are going to pay those expenses out of their own pockets unless they 
have to. Those expenses are coming out of the freight; they are 
going to be added onto the freight, and whoever pays the freight 
has got to carry the added burden arising from the regulations. Of 
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course I agree that if regulation is necessary it ought to exist, no 
matter who has to pay for it. But if it is not necessary is it not 
wiser not to incur or add that extra burden to the trade? That is 
the feeling that has animated us in going through this bill. 

I may say a word or two more about the necessity for regulation. 
It has been suggested in the discussion here this morning that a prior 
investigation or this committee showed the existence of vast combina- 
tions of shipowners which controlled tlie trades of the world and 
fixed the rates of freight for the world. But the fact must not be lost 
sight of that those combinations, as large as they were, were very small 
in comparison with the whole carrying capacity of the steamships of 
the world. The steamships that were in those combinations, taking 
them all together, were probably less than a third of the tonnage of 
the world that is engaged in carrjdng cargoes, and a considerable 
number of those that were in the combination were passenger steam- 
ers. If you eliminate the passenger steamers from those that were 
engaged in combinations the percentage would be very much lower. 
The unrestricted tramp tonnage, whose capacity was certainly two- 
thirds of the tonnage of the world, was running free, seeking the best 
freight, going where it could make the most money, and constituting 
the most practicable and effective rate regulator that the experience 
of the f^^orld has ever devised. Why should this Nation, which is 
just embarking on a maritime policy, depart in its legislation from 
the universal experience of maritime nations of the world by em- 
barking upon an experiment in regulation which is boimd to involve r 
certain amount of friction, expense, and uncertainty, unless it is made 
manifest that there is a practical necessity for it? It seems to the pub- 
lic and to those who are most intimately connected with the business 
that the notion that regulation is required is more synthetic than em- 
pirical. The business, in times of peace, has got along satisfactorily 
to everybody without it. There were, it is true, advances in freight 
rates, as the chairman pointed out, from 1909 to 1912 ; but those had 
been preceded by periods of great depression, so that taking the 
average from 1900 to 1912, I do not think anybody would contend 
that shipping had made any undue profits. 

The Chairman. I think this, Mr. Kirlin, if you will pardon me 
for interrupting you there: From 1900, for several years, there was 
active competition in the ocean-carrying trade, which depressed the 
ocean freight rates, and the earning were not large. Beginning 
about 1909, these combinations became effective. After that competi- 
tion was eliminated and the rates increased. Now, in this bill we do 
not try to break up any legitimate combination, because we recognize 
that there are certain good features in these agreements and confer- 
ences under which these line are regulated. But the ocean freight 
rates increased, I say from 50 to 200 per cent without any apprecia- 
ble increase in the cost of operation. I could show you the statement 
of the Hamburg- American Line for the fiscal year, as I recall, ending 
December 31, 1913, showing phenomenal profits for that year. 

Mr. Kirlin. I saw it. They set aside 4,000,000 marks for fighting. 

The Chairman. Yes, and they built up their business each year and 
paid a large dividend, put aside a large amount of money for surplus, 
and contributed to the fund for fighting ships besides. 
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Mr. KiRLiN. But, Mr. Chairman, the illustration of a single line 
like that, which is built especially as a facility for a certain port^ is 
not very helpful. 

The Chairman. But that was true of all these lines. 

Mr. KiRLiN. In forming an opinion about the wide-open trade of 
the world 

The Chairman. It would be true of the International Mercantile 
Marine if it had been capitalized on costs and not on a highly in- 
flated valuation. 

Mr. KiRLiN. It is very important in these matters to get the facts 
right. I think, with all deference, Mr. Chairman, you are not quite 
right in saying that the advance from 1909 to 1912 was due to the 
absence of competition. 

The Chairman. I would not say it was wholly so, no. 

Mr. KiRLiN. Before that the rates were down on account of com- 
petition. The rates were down on account of competition from 1900 
to 1909, and they were also down because the quantity of exports was 
down. They were up from 1909 to 1912 because the quantity of ex- 
ports was away up. If the advance in freight rates had been ab- 
normal in comparison with the increase of exports, the great mass 
of the tramp tonnage of the world would have been knocking at our 
doors for freight at rates which were less than the advance that 
naturally developed during that period. 

The Chairman. Oh, that did not apply simply to trade to and 
from our ports, but the world over; wherever the combinations were 
effective, these increases occurred. 

Mr. Kirlin. They occurred everywhere; not only where the com- 
binations were effective, but also on sugar from Java, or coal from 
Cardiff, or grain from the Argentine; they occurred in every place 
where the great staples of the world were moving in tramps, and the 
freights that were paid on those staples in the great trades fixed the 
markets for the freights of the world. The steamers that came into 
these lines operating in combination got the same comparative rates 
and no higher rates than those that were fixed by the tramps. So 
that while the advance of rates was coincident with the higher de- 
velopment of combinations it is a non sequitur to say that the ad- 
vance was due to more effective combinations as a cause; since you 
had at the same time the corrective effect of the great commerce of 
the tramps which moved the staple products and fixed the rates not 
only for themselves but also for those steamers operating in the com- 
binations. 

Mr. Hardy. I have no doubt you read the testimony before us in 
that investigation. 

Mr. Kirlin. I heard most of it. 

Mr. Hardy. Now it was very clearly demonstrated to us that those 
ship lines had their railroad connections which gave them their 
freight in preference, or by agreement, and that the tramp coming 
into New York did not have much opportunity to get desirable 
freight, high-priced freight; they got what was left, the great bulk 
tonnage, and carried that. And these ship lines, through their agree- 
ments with the railroads, carried the cream of the freight from this 
country and to this country. Was not that your recollection of it ? 

Mr. Kirlin. No ; I can not say it goes quite to that length. I think 
there has been no arrangement between the railroads and the foreign 
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steamship lines in New York for a good many years, such as you 
speak of. 

Mr. Hardy. We have their agreements in writing as a part of those 
hearings with nearly every railroad line in the United States. 

Mr. KiRLiN. I defer to your superior knowledge about that. 

Mr. Hardy. That is my recollection. 

Mr. KiRLiN. I personally know of no agreement with any railroad 
on the part of any steamship line that has been in force for the last 
six or eight years 

Mr. Hardy. I will have to refer you to the page of those hearings 
where that is to be found. 

Mr. KiRLiN (continuing). Other than this, that where lines are 
running with comparative regularity, that is, where they are estab- 
lished, they do allow the railroads to issue through bills of lading and 
take those up at the seaboard as they come along. 

Mr. Hardy. Don't you recall the agreements between the railroads 
entering at Mobile with the ship lines that went out from there — 
their preferential agreements with them ? 

Mr. KiRLiN. I was thinking more of New York. I do remember 
that there was 

Mr. Hardy. New York did not have those agreements; New York 
and New Orleans, I believe, were free from them. 

Mr. KiRLiN. I do remember that there was an understanding in 
Mobile. 

Mr. Hardy. And every other city, except New York City and one 
other, liad those agreements. New York did not. 

The Chairman. I would like to suggest that we would get more 
accurate information if you read chapter 9, volume 4, of the "In- 
vestigation of shipping combinations" under House resolution 587, 
entitled " Traffic agreements between American railroads and foreign 
steamship lines." I think that would be illuminating to those who 
are not informed. And the accuracy of those statements has never 
been questioned by any source, as far as I know. 

Mr. KiRLix. I was only speaking about matters that I know of at 
home. And Judge Hardy now confirms my recollection that there 
were no such arrangements in New York. So that the result was that 
during all that time there was an absolutely open field in New York, 
the greatest exporting point, for tramps to get everything that was 
shipped from that port and to regulate the rates for the lines. . If 
the lines were charging an undue rate it was perfectly open for any 
half dozen of those tramp owners to get together and form their 
own line. 

Mr. Hardy. Along that line, I will just read what the committee 
had to say: 

AU except 7 of the 185 railway companies to whom this inquiry was directed 
complied with the committee's request. These replies show that New York, New 
Orleans, and Galveston are apparently "open ports," all of the railroads lead- 
ing thereto having answered all the divisions of the ahove-mentioned inquiry 
in the negative. 

The other cities of our seacoast were in the combination. 

Mr. KiRLiN. I do not want to press our views unduly about this, 
but merely to outline what they are. 

The Chairman. I will agree not to ask another question, because I 
would like to have you present your views without interruption. 
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Mr. KiRLiN. I like to answer questions, because it enables me to 
illuminate matters, perhaps, that are in the minds of the members. 
It does not disturb me at all. 

Mr. Hardy. I accept the chairman's suggestion on that. 

Mr. KiRLiN. Passing to the textual criticisms, for convenience we 
have handed in, in Mr. Bush's statement, a detailed list of the exact 
amendments that have been proposed. It won't help matters at all 
for me to go through those in detail now, because you will have them 
in the record. I only want to refer to a few of the more important 
of them. 

I find, beginning at the very first mention of any penalty in the 
act, what seems to me undue severity all through this act in regard 
to penalties. The violations of this act are not going to involve any- 
body in very serious trouble or financial loss, and they are easily 
susceptible of remedy. Is it not, therefore, unreasonable to provide 
anything in the bill which has a tendency to scare off those you want 
to have go into the business. It is true, as one of your members 
has said, that the bill is made for the other fellow, but these bills 
are not always as plain to commercial people as they seem to be to 
you. I have had many a client spend hours in my office to deter- 
mine whether some arrangement he was engaged in was contrary to 
the provisions of the Sherman Act. Any lawyer that ever had oc- 
casion to advise on that act knows that for one period of 10 or 15 
j'ears one line of advice was right, and after that another line of 
advice was right. Where you are dealing with statutes that are 
framed in general terms so that even well-intentioned merchants or 
well-intentioned lawyers have difficulty, or may see that they will 
have difficulty, in determining whether a certain course of conduct 
is within the law or not, what is the sense of providing that a man 
shall be subject to a penalty of $25,000 for each offense against 
the act? 

Mr. Byrnes. That is on page 4? 

Mr. KiRLiN. Yes; line 5. Xo jury would ever think of convicting 
a man for an offense against the act if the punishment was to be a 
fine of $25,000. 

Mr. Byrnes. Does it not say, " not more than $25,000 " ? 

Mr. Kirlin. Yes ; not more than $25,000. But further down, in line 
14, it does not even say " not more than " ; it provides that a penalty 
of $25,000 shall be imposed. I suppose that is an oversight in 
line 14. 

Mr. Saunders. No ; that is not an oversight. Let me suggest that 
is a case of contempt of the court order; and do you think a vessel 
in contempt of a proper order should not be fined more heavily than 
the other fellow ? 

Mr. KiRLiN. It is not only a court order ; it is also a board order. 

Mr. Saunders. I should have said " board order." It would have 
the effect of an order of the court. 

Mr. KiRLiN. It is made for a board order. 

Mr. Saunders. I sav it is an order that has the effect of a court 
order. 

Mr. KiRLiN. But boards may make mistakes; even courts make 
mistakes. The ship may find herself in a position where she must 
leave port; the act proposes to refuse clearance. What is the ship 
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going to do ? She has a cargo of merchandise on board for delivery 
m foreign ports. Is she going to lie still in port and allow the cargo 
to rot because the board says her owners have violated some provi- 
sion of the act? If the ship owner finds himself in circumstances 
where he has to move the ship has he got to pay $25,000 for doing it? 
The board has the power to punish for contempt; it does not need 
any such drastic regulation as this. It is a deterrent thing that is 
unnecessary in the bill, and therefore seems to me impolitic. 

Mr. Saunders. Then, you would not have any authority to punish i 

for contempt ? 1 

Mr. KiRLiN. The court has general power to pUnish for contempt. 
But the court would have no jurisdiction to impose any less fine than 
$25,000 if it found at the end of a trial that a man had made a 
mistake. 

Mr. Saunders. The board, you observe in that connection does 
not impose any penalty; the law says a ship which shall denantly 
break a proper order that had been entered after a proper hearing 
shall be subject to this fine. 

Mr. KiELiN. It says an order of the board or of the court. 

Mr. Saunders. Either one or the other. 

Mr. KiRLiN. Yes. 

Mr. Saunders. But this relates to a hearing, and the ship in de- 
fiance of the order of a properly constituted tribunal, either clears or 
comes in. And as suggested on my left here, there is an appeal from 
that order. Do you think it ought to be treated as a negligible thing 
for a ship to disregard a proper order after there had been due pro- 
ceedings ? ^ 

Mr. KiRLiN. No; I do not think that at all; but I think the board 
might very easily make a mistake. Of course, one may appeal, but 
you could not expect a ship to life in the harbor with a cargo of fruit 
and allow it to rot. 

Mr. Saunders. What would you suggest? 

Mr. KiRLiN. I would say "not more than." That would leave a 
latitude to make the penalty fit the crime. 

The Chairman. That can easily be modified. 

Mr. Hardy. Yes. While we were discussing that several members 
of the committee suggested there might be cases, for instance, a ship 
might be in distress outside of a port and it would violate a decree ; 
and there might be some exceptions, too. 

Mr. KiRLiN. Yes. 

Mr. Saunders. But you notice that would have to be a fixed pen- 
alty in that case; it can not be flexible like the other. That has got 
to be fixed, because it is aSvsessed upon a vessel that has violated an ' 

order and a recovery is to be had by proceedings in court, and it could 
not be flexible. 

Mr. KiRLiN. You have flexible punishments for other things — 
robbery and other crimes. 

Mr. Saunders. Certainly. But let us take that case and follow it 
out. Suppose you say a penally of " not more than $25,000 " shall 
be recovered ; how would you proceed to recover it ? When you pro- 
ceed to recover a penalty in court it is something that is fixed. You 
do not say, " Here is a man who has violated an order ; the penalty 
is $25,000 ; we want to recover as much as ought to be allowed." 
That would have to be a proceeding to recover a fixed penalty. 1 
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Mr. KiRLiN. We are doing that every day in New York under the 
dumping act, prohibiting dumping in the harbors. The act provides 
for imprisonment or a maximum and minimum penalty. 

Mr. Saunders. Who fixes that penalty? 

Mr. KiRLiN. The judge. 

Mr. Saunders. The judge would fix that? 

Mr. KiRLiN. The case is tried just like this, in admiralty. 

Mr. Saunders. The judge would not fix this, Mr. Kirlin. I think 
you have overlooked the distinction. The judge would not fix the 
penalty in line 14. 

Mr. KiRLiN. Yes; he would determine in that case just how much 
the penalty is to be. 

Mr. Saunders. The law says if you violate this order the fixed 
penalty attaches, and then you would subsequently proceed in a 
court of the United States to recover that penalty. The law fixes 
that. 

Mr. KiRLiN. I am submitting to you that it is an unconscionable 
penalty for that kind of thing — an unnecessarily large penalty. 

Mr. Saunders. That is another thing. If you suggest $10,000 or 



$5,000, thatis a different proposition. 

Mr. KiRLm. I am citing the analogy of the dumping act to show 
you that you do not have to fix the exact penalty. It is absolutely the 
same kind of an act, and, as I say, we are administering that act 
every day where the judge sometimes allows a recovery of $500, 
sometimes $1,000, and sometimes $250. 

Mr. Saunders. This does not say that the tribunal shall award 
the penalty, you notice. 

Mr. KiRLiN. It says the penalty may be recovered by proceedings 
in admiralty. 

Mr. Saunders. No; it says a penalty of so much shall attach, and 
then, thereafter, that it may be recovered by proceedings in ad- 
miralty in the district court of the United States for the district in 
which said vessel may be, and the court may direct the sale of said 
vessel for the purpose of realizing the amount of said penalty or 
penalties and cost. 

I did not expect to take up so much time. 

Mr. KiRLiN. The next suggestion I have to make relates to the 
matter at the top of page 6, where you deal with the question of 
filing agreements and understandings. The matter w^as briefly ad- 
verted to by Mr. Franklin. The suggestion of the committee is " that 
all such agreements, understandings, conferences, and arrangements, 
if not disapproved by the board," should be excepted from the pro- 
visions of the act. Instead of saying " shall be approved or disap- 
proved " we propose to say " if not disapproved," and to strike out 
" and when approved." 

The Chairman. Is that one of your suggested amendments there? 

Mr. KiRLiN. That is one of our suggested amendments. 

The Chairman. We will give that attention, then. 

Mr. Kirlin. At the bottom of page 6 there is another illustration 
of an unduly severe penalty, which I would suggest that your com- 
mittee reconsider. 

Now we come to section 4 and section 5. I do not want to go into 
a prolonged discussion of the question as to what power or authority 
ought to be vested in the board to deal with an " unreasonahly high 
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rate." That matter has been gone into, so that I think you have the 
views of the practical members of the committee on the subject. We 
feel the first part of section 4 would be very difficult to act under 
and to advise upon, and that section 5 embodies some matters that it 
is unnecessary, and therefore undesirable, at this stage of the devel- 
opment of the American merchant marine, to incorporate in the act» 
Instead of those sections we propose to redraft section 5 so as to in- 
clude in it the substance of the matter of sections 4 and 5 to the extent 
necessary to prevent injustice, if you conclude that you must have 
regulation. As the revised paragraph is short, perhaps I had better 
read it : 

Sec. 5. That whenever, after fuU hearing upon a sworn complaint, the board 
shall be of opinion that any rates or charges demanded, charged, or coUected 
by any common carrier by water in foreign commerce are unjustly discrimina- 
tory between shippers or ports, or unjustly prejudicial to exporters of the 
United States as compared with their foreign comj)etitors, the board is hereby 
empowered to alter the rates or charges demanded to the extent necessary to 
correct such unjust discrimination or prejudice, and to make an order that such 
carrier shall cease and desist from such unjust discrimination or prejudice. 

And then we add the last sentence of your section 5. 

Mr. Hardy. Does that include the last paragraph of seg^ion 5 ? 

Mr. KiRLiN. Yes — ^''the board is hereby empowered, upon sw^orn 
complaint," etc. 

Mr. Hardy. I wish you would read that provision of your pro- 
posed section 5 over again so that I can get at it. 

(Mr. Kirlin read the revised section again.) 

Mr. Hardy. I understand why you left out fixing rates; but did 
you have any reason for leaving out line 18, that has reference to 
unjust classifications? 

Mr. Kirlin. Between classes of commodities ? 

Mr. Hardy. Yes. You leave in the other parts of that. 

Mr. Kirlin. Yes ; we did. The reasons for leaving that out are of 
a practical nature. They have to do with the distribution of weight 
and measurement in loading a ship. The members of the committee 
feel that if carriers were to be subject to complaints about rates rep- 
resenting an unjust relation between classes of commodities, a large 
mass of litigation would develop as between owners of high-class 
products, which are in the measurement class, and the owners of 
heavy staple products, which go in great bulk and are comparatively 
low priced. As a matter of practical business management it is not 
possible to charge the same proportion of freight on all kinds of com- 
modities. In shipping, where your space is limited and you have only 
a certain amount of buoyancy, there must always be what would, 
abstractly, be an unjust relation between the rates on different classes 
of commodities. 

Mr. Hardy. Then the substantial difference there between your 
suggested provision and this is that you leave out the question of 
unreasonably high rates and you leave out this question of unjust 
relation between classes of commodities? 

Mr. Kirlin. Yes. The provision now is that upon a complaint 
being presented, the board shall have the power not merely to cor- 
rect the discrimination or prejudice stated in the complaint, but may 
go further and prescribe what shall be a just and reasonable rate 
thereafter to be diarged as a maximum. 
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Mr. Habdy. And you wish to provide, in lieu of thj^t, they shall 
have the power to prohibit such discrimination ? 

Mr. KiRLiN. Yes; and to alter the rates or charges demanded to 
the extent necessary to correct such unjust discrimination or preju- 
dice. 

Mr. Hardy. You leave out fixing of the rates. That is as far as 
you can go and be consistent with the rest of your provision there, 
as I catch it. 

Mr. KiRLiN. Yes. Our idea is that it is not necessary to go any fur- 
ther than empower the board to correct discriminations and preju- 
dices. 

Mr. Hardy. I will suggest you have left out one expression which 
you insisted on in the argument and which I have incorporated in a 
note here, "Under oath, by any party or parties interested." You 
have not put that in. 

Mr. KiRLiN. We suggest the first sentence should read, "When- 
ever, after full hearing upon a sworn complaint," etc. 

Mr. Hardy. I think somebody in the beginning insisted that com- 
plaint should be made by an interested party. 

Mr. KiRLiN. I do not care whether the complainant is interested 
or not ; all I suggest is that a man who comes forward with a griev- 
ance ought to be compelled to make oath to it. If you insist on that 
the board will get rid of a lot of annoyances from people suffering 
from imaginary wrongs. 

Mr. Hardy. I think we all accept that proposition. 

Mr. Saunders. Yqu leave out the words, lines 16 and 17, " or un- 
justly prejudicial to exporters of the United States as compared 
with their foreign competitors." 

Mr. KiRLiN. No; I keep that. Our idea is that if you give the 
board power to protect the exporters of the United States so that 
they have an equality of opportunity with the exporters of other 
countries, they will need nothing more. It does not make any real 
difference to them what the rates are — whether they are unreasonably 
high or not — so long as their competitors have to pay just as high 
rates. That is the object to be aimed at, to preserve the parity of 
rates. 

Mr. Hardy. I think I have your distinction pretty clear. It cuts 
out that fixing of rates. 

Mr. KiRLiN. Yes. There may be cases where you can not preserve 
the parity, because the conditions of the trade are different. Mr. 
Sherman, I think, illustrated that this morning in dealing with the 
complaint about the iron pipes. There was a condition where the 
carrier from England was getting very high freights back from 
South America to England, higher than the carriers from this coun- 
try were getting down to Brazil or back from Brazil, so that it was 
f)racticable to take these pipes from England to South America at a 
ower rate than the carriers from New York to South America could 
give. 

Mr. Edmonds. I want to say that Mr. Lake, when he was before 
this committee, acknowledged they were getting lower freights from 
England. 

Mr. KiRUN. So that it does not always prove a point against the 
carriers from our ports to say thart in respect of a certain commodity 
our merchants are at a disadvantage as compared with their foreign 
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competitors in respect of a rate. There may be cases where they are ; 
in others he may have the advantage, but generally they are on 
terms of equality. 

Mr. Hardy. I will make this suggestion to you, Mr. Kirlin, that in 
our investigation the representatives of foreign ship lines pretty well 
sustained themselves in claiming there was no intentional discrimi- 
nation against merchandise of this country; but Mr. Lake insisted 
l)efore us that under present conditions the foreign countries, espe- 
cially England, will see to it that their shipping is given preferential 
rates ; and after this war England will start out with the purpose of 
rebuilding her commerce and will seek, through ownership and con- 
trol of the ship lines, to give the English commerce a preference over 
American commerce. I believe in our hearing that the witnesses 
demonstrated that that had not been done for many years; that 
Americans were given a pretty fair showing. But here is a new issue, 
one of the future. 

Mr. KiRi^iN. Let us wait imtil something develops along that line. 
I do not think it will develop, as far as the trade or England as com- 
pared with that of this country is concerned. 

Mr. Hardy. I have always insisted that a corporation does not 
have any patriotism ; they are going where the money calls them. 

Mr. Kirlin. That is exactly right. Now, if you agree with me that 
the only power the board needs is to prevent discrimination and 
prejudices 

Mr. Hardy. I can hardly agree with you in the presence of $15 a 
bale on cotton ; I think a little something is needed to keep down ex- 
cessive rates. 

Mr. Kirlin. It must be borne in mind that the ship that carries 
that cotton is going to incur very extraordinary risks. 

Mr. Hardy. I am not going to interrupt further. 

Mr. Kirlin. That reminds me to say that I recall having heard a 
gentleman, when I was present at a former hearing, speaking about 
high rates, and arguing from them that it would be a good thing 
for the Government to go into the shipping business and gather in 
some of those high rates. He said that his client, one of Mr. Morse's 
companies, had ]ust dispatched a ship to Archangel on which the 
freight yielded 170 per cent on the purchase price, out of which they 
had declared a dividend right away of 100 per cent. I read in the 
papers a few days afterwards that this ship had sailed right into the 
prize court in England. She is there now and piobably will be there 
until .the end of the war. 

One of the gentlemen who spoke here to-day had one of his ships 
laid up for about three months in consequence of a torpedo attack. 
Another client of mine had a ship laid up for an equally long period 
in consequence of a similar attack. The delays in the business are 
fearful to contemplate. The business is so uncertain and the risks so 
terrific that in my judgment it is not in any sense immoral to take 
the going rates. Some of the gentlemen here shied a little at the 
high rates. I don't. I do not think there is any such thing as an 
unreasonably high rate on a ship that is subject to such perils and 
vicissitudes. 

Mr. Saunders. How would that apply to a situation where these 
perils and vicissitudes do not exist? 
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Mr. KiRLiN. Then, the high rate does not exist. I would take the 
illustration that Judge Saunders gave to my friend, Mr. Dearborn, 
of the definition of reasonable care. I would say that a reasonable 
rate was any rate that a reasonably prudent man would charge in 
the business for doing that kind of a service. What the markets of 
the world determines to be a proper rate, is a reasonable rate under 
those conditions. 

Mr. Saunders. In other words, you would not have any difficulty 
in the construction. 

Mr. KiRLiN. There is no monopoly now. There are not any com- 
binations now. Do not entertain the notion that combinations exist 
at present. They are all swept away. Everybody is on his own 
footing. 

Mr. Hardt. You do not need any combinations? 

Mr. KiRLiN. They do not need any combinations now. 

Mr. Saunders. Let me ask you a question in that connection, be- 
cause you presented a statement that is certainly not controlling 
with what I understood to be the situation. You say there are no 
very hi^h rates now except where the risk is ? 

Mr. KiRLiN. No; no rates such as have been characterized here; 
none that have increased hundreds of per cent. 

Mr. Saunders. The most phenomenal of these great rates may be 
where these risks are; but now there are plenty of instances, the 
world over, of very great advances of rates that are not related to 
any risks taken by the vessels charging those rates. Certainly that 
is the information that seems to come to us. 

Mr. KiRLiN. I do not think anybody complains about the rates to 
South America, for instance, although the voyages there are not by 
liny means free from perils. 

Mr. Saunders. How about the Pacific rates? 

Mr. KiRLiN. They are naturally controlled by the Atlantic rates. 
The law of supply and demand applies there. 

Mr. Saunders. There is no peril there, and yet I understand some 
of the rates are pretty steep. 

Mr. KiRLiN. Thev are controlled by the market. 

Mr. Saunders. Then, I was just bringing that out in reality, 
from the fact that ships or lines charge these great rates where there 
is no great peril, so that other causes have contributed to these great 
advances? 

Mr. KiRLiN. It is the peril to the great world of trade that fixes the 
rates ; when the rates are fixed, the ships that want to earn money go 
where those rates prevail. 

Mr. Saunders. I think that is a very large view of it. 

Mr. KiRLiN. I think that is a true view. 

If section 5 should be revised, it would seem to us unnecessary to 
retain section 4, because it would already be covered by the provisions 
of section 5 as we have revised it. We have felt that there would be 
a great deal of difficulty in practical operations under the first para- 
graph of section 4, page 7. The question as to whether a different 
rate for like commodities on board the ship is or is not made under 
substantially similar circumstances and conditions, is one that is 
bound to give rise to a great deal of difficulty, trouble, and probably 
litigation. 
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A great deal of difference of opinion has developed here to-day 
among men who are leaders on this general subject. They do not 
know and I do not know what I would advise on this question of 
coal that was put here this morning, when the first half cargo is 
taken at one rate and the second half at another rate. I do not think 
any lawyer would be justified in telling his client how that would 
work out until he got to the end of a lawsuit. What are "sub- 
stantially similar circumstances and conditions" when one lot of 
cargo comes under one arrangement and another lot of cargo comes 
under another arrangement at a different rate is a matter about which 
minds will inevitably differ. If you do not need a provision of that 
kind, why embarrass the board and the trade by incorporating it? 
So long as you have a general provision to prevent discrimination 
that is all that you need, and anything that you have beyond your 
needs is a detriment. 

Now, we have suggested that in the latter part of this bill, begin- 
ning with section 9, there is more provided for than is probably 
needed in the way of means of investigating complaints. 

Mr. Hardy. You have no special objection to section 6? 

Mr. KiRLiN. I am not speaking. Judge Hardy, of interstate com- 
merce. Our committee is appointed to deal with the foreign trade 
only; so I am only referring to the sections that cover specifically 
the foreign trade. 

I think it is a detriment for a board to undertake investigations on 
its own initiative. The American people do not like, to use a homely 
phrase, to have persons snooping around into their business unless 
there is some very good reason for it, and nobody cares enough 
about a thing to come down to the board and make affidavit that 
there is an abuse going on, the board ought to consider that there is 
not any abuse going on. That idea runs through section 9 and sec- 
tion 10. 

Mr. Saunders. You want, then, in line 25, the word " sworn " put 
in after "all"? 

Mr. KiRLiN. Yes; you will see in this little memorandum a refer- 
ence to all places where it is suggested that " sworn " should be added. 

Mr. Saunders. And then to strike out all bracketed matter? 

Mr. KiRLiN. Yes. In the latter part of that section the board is 
empowered, upon a hearing of such complaint, to order a discontinu- 
ance of all unfair or discriminating practices which it may find to 
exist. Then, instead of adopting all such rules and regulations 
which it may deem necessary, I should say "make such order as"; 
that is, point such order directly at the practice and not establish 
general rules and regulations. At the end of that section we have 
suggested that there should be added a provision for procedure upon 
hearing of complaints, a copy of which I submitted to Judge Alex- 
ander a few days ago. 

The Chairman. That is under section 10? 

Mr. KiRLiN. No ; at the end of section 9. Take in so much of that 
amendment that I sent you, and which is in this memorandum filed 
by Mr. Bush, as prescribes a method of procedure and review, and 
leave out this long section 14 that makes reference to a whole lot of 
statutes without pointing out in any manner what relation they have 
to this particular business. They really have to do with investiga- 
tion and review. Yet if anybody were for the first time to sit down 
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to determine what the scope of this act was by reference to all those 
other acts, I do not know what opinion he would form as to the power 
and authority of the board or the procedure to be followed ; whereas 
if you can put down in two pages, which you can, the^exact proce- 
dure that ought to be followed, namely, a procedure analogous to a 
review of a finding of the Interstate Commerce Commission, you will 
have no more procedure than is necessary. 

Mr. Hardy. I would much prefer your method if you can get 
accurately prepared a complete method of procedure prescribed in 
two pages. 

Mr. KiRLiN. It won't make more than two printed pages. 

Mr. Hardy. I am afraid I am so poorly posted on the interstate- 
commerce act I would not Imow whether it was adequate or not when 

I read it. 

Mr. KiRLiN. I will vouch for it being adequate for the protection 
of both sides in any review of the findings of the board. 

Mr. Saunders. I think it is much better statute making to put in 
the body of your bill your procedure and what your remedy is. 

Mr. KiRLiN. Yes. Now, along the line of my remarks about the 
deterrent effect of these large fines, may I say a word about section 

II ? The section does not refer to anything in particular, and yet 
there are words which seem to threaten everybody in the business 
with all sorts of penalties for aiding and abetting and willfully suffer- 
ing to be done, aided, and abetted any violation of the act. It does 
not seem to me, w ith all due respect, that the section is the least bit 
necessary to your purpose or at all desirable ; for you have in section 
10 a provision that any person, or where the carrier by water is a 
corporation, any director or officer thereof, or any receiver, trustee, 
lessee, agent, or person acting for or employed by such corporation, 
who shall willfully falsify in any manner whatsoever, or who shall 
willfully destroy, mutilate, or alter, or who shall willfully neglect or 
fail truthfully to file any report, account, record, rate, and so on, 
shall be deemed guilty of a misdemeanor. What is the use, when you 
proceed to provide for punishment of the people that are named, of 
holding up a general threat against everybody else engaged in the 
business? Somebody may fear he will be aiding and abetting, though 
he may not be. 

Mr. Hardy. Didn't we have a case in some railroad investigation 
where the books were desired to complete the investigation, that they 
had all been destroyed and we found there was absolutely no penalty 
for such a performance? 

Mr. KiRLiN. This I do not think covers that. 

Mr. Byrnes. Section 10 covers that — ^mutilation and destruction. 

Mr. KiRLiN. There are a great many laws that would apply. 

The Chairman. That is a modification of section 10 of the act to 
regulate commerce. This is almost hoc verbis the same. 

Mr. KiRUN. That act is very much larger, wider, more detailed, 
and of much greater ramifications. There is much more possibility 
and perhaps probability of fraud in railroad commerce than there is 
in the steamship business, where you have only one office (each con- 
cern has but one office), one manager, and perhaps two or three 
clerks, where you can lay your hands right on the person you want 
and on the data that may be required for any hearing. These pro- 
visions, which may be proper enough where you are going to control 
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a railroad with thousands of officers and dozens of offices that may 
be working together to defeat the object of the investigation, have 
not really any proper application to this class of business. 

The Chairman. That may be. 

Mr. KiRLiN. They do not seem to have any proper place in a 
small scheme of regulation like this. 

Mr. Edmonds. On page 17, lines 7 to 15, there is a provision about 
court procedure. Did you cover that in your procedure you offered, 
or ought not that to be in the bill ? 

Mr. KiRLiN. That is only a general provision that is found in all 
the statutes. You can prosecute any crime in the district where it is 
committed, under the general laws. 

Mr. Edmonds. Sometimes in drawing a bill, you know, you want 
to have a whole lot of words ahead of it so as to make it look nice. 

Mr. KiRLiN. I think the shorter the bill is the more advantageous 
it will be for this particular branch of commerce. 

The Chairman. You think it is not necessary to put the pro- 
visions in lines 7 to 15, inclusive, in this bill to give the courts juris- 
diction ? 

Mr. KiRLiN. No; the general statutes define where misdemeanors 
shall be prosecuted, and as you provide in other places that violations 
are misdemeanors, they may be tried under the criminal code in the 
district where the acts are committed. 

The Chairman. I say, it would not be necessary to incorporate 
those provisions in this bill in order to give the courts jurisdiction of 
violations under this act ? 

Mr. KiRLiN. No. All you need to do here is to make the thing 
you want to have punished a misdemeanor and then the general pro- 
visions of the code dealing with prosecutions of misdemeanors ap- 
plies to it. So that is unnecessary. 

Mr. Saunders. Have you looked at the Penal Code to see that it 
provides that an offense when begun in one jurisdiction and com- 
pleted in another may be dealt with in either jurisdiction and pun- 
ished in either jurisdiction in the same manner as if the offense had 
been actually and wholly committed therein ? Is that a general pro- 
vision of law of the United States? 

Mr. KiRLiN. No; I never tried a criminal case in my life. Judge 
Saunders ; I can not tell you about that. 

Mr. Saunders. If it is a general provision of the penal laws of 
the United States, it would not be necessary for us to put it into this 
law. 

Mr. KiRLiN. I should not think a provision of that kind would be 
any more necessary in a law of this kind than it would be in a law 
providing for the punishment of misdemeanors generally. 

Mr. Saunders. I know in a State's jurisdiction with respect to a 
penalty you would have to have an expi^ess statute covering such a 
situation as that. 

Mr. KiRLiN. I would assume the necessity for punishing misde- 
meanoi'S is very much greater in other branches of jurisprudence than 
it is in this. And if there is any such provision as this in the inter- 
state-commerce act it must be in other acts as well and in a general 
act, because there is much greater need for providing punishments 
than there is here. 
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Mr. Saunders. If it is in the general act, I agree with you it is 
not necessary to put it in here. 

Mr. KiRLiN. So far as lines 7 to 15 are concerned, I do not think it 
makes any great amount of difference. 

Mr. Byrnes. We can investigate and find that out. 

Mr. KiRLiN. Yes. 

Mr. Hardy. I would think it would be general law, but it may 
not be. 

Mr. KiRLiN. Yes. 
" Mr. Edmonds. You. can put it in as a separate section. 

Mr. Kirlin. Section 12 I think is vicious in principle in that it 
proposes to hand over to private parties to a measureable extent the 
means of punishment for not living up to the act. 

Mr. Hardy. What part of the bill are you referring to now ? 

Mr. Kirlin. I am now referring to section 12. It provides that a 
party who thinks he has been injured can sue and recover double 
damages. That is only an incentive to the worst class of people that 
the steamships have to deal with, persons who make it a business to 
speculate on lawsuits. It is not at all necessary. 

Mr. Saunders. Your only suggestion would be to strike out the 
word "double"? 

Mr. Kirlin. Yes. Anybody has a right to sue now for an improper 
discrimination which is practiced upon him by a common carrier. 
He does not need any separate authority for that. 

I am finding so much fault here that I am afraid I will lose my 
effectiveness ; but I have one more section I think ought to come out, 
and that is section 13. 
^ The Chairman. We want to hear you through. 

Mr. Kirlin. Section 13, 1 think, would awaken alaim in the steam- 
ship people more than any other section in the bill. The idea that 
they would have to keep a branch office in Washington in order to 
receive and answer complaints from the shipping board would cause 
very grave concern. 

The Chairman. This simply relates to notice. 

Mr. Kirlin. Yes. 

The Chairman. How would you serve notice on them ? 

Mr. Kirlin. Serve it on them where they are doing the wrong; 
serve it on the agents, serve it on the people you want to reach. 

Mr. Hardy. These shipping people have some pretty good attor- 
neys, like yourself, to tell them that does not mean that, have they 
not? 

Mr. Kirlin. What is the use of putting things in a statute that 
are not necessary ? 
^ Mr. Hardy. That is a question. 

Mr. Saunders. It is really put in for the convenience of all parties 
concerned. 

Mr. Kirlin. You are saying continually we must assume the board 
is going to act thus and so; Congress should assume that the people 
against whom complaints are made will be eager to answer those 
complaints. All you have to do if you get a complaint about some 
company is to let the company know about it and you will get an 
answer pretty promptly. 

Mr. Hardy. Don't you think if this board was located here at 
Washington that every one would have somebody here, almost ipso 
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facto, to look after their interests. I would be willing to swap 
off this section here if the companies would not have anybody in 
Washington hanging around the board all the time. 

Mr. Saunders. You will observe that is limited to the board pro- 
ceeding — entirely a board proceeding. It was really put in here for 
the convenience of the shipping people and, so far as they are con- 
cerned, if they want this section out, I would be entirely willing 
to do it. 

Mr. KiRLiN. The idea is conveyed by it that the board is going to 
be a busybody board, encouraging complaints and asking informa- 
tion about them all the time. 

Mr. Hardy. They keep a bureau here all the time, I am sure; 
and if you would just designate them as their Washington agents it 
would just be adding to their duties. 

Mr. Edmonds. Attorneys in Washington have to live, Mr. Kirlin, 
you know. 

Mr. Kirlin. I hope I am not injuring the interests of anybody 
in Washington, but I object to it. I think it is a detrimental thing ; 
I think it is unnecessary ; it conveys the idea that you are going to 
harass a trade and that those engaged in it must have somebody 
here all the time to look after their interests; and that is just exactly 
contrary to what you have in your minds. 

The Chairman. Certainly. 

Mr. Saunders. Just to have some one here upon whom service can 
be made; and it seems to me that would be, possibly, for their con- 
venience. 

Mr. Kirlin. It is not important in itself; it is just one of a number 
of things that are sticking out all over the face of the bill, from 
one end to the other, which have a deterrent effect upon persons con- 
templating going into the shipping business. If this business is 
going to be hedged around with so many restrictions and so much 
regulation and inquisition, investors won't have anything to do with 
it, but will put their money into some other kind or business. 

The Chairman. We do not know just where to locate these gen- 
tlemen. When Mr. Franklin was here before, in criticizing section 9, 
he said, " I am heartily in favor of the report of the committee and 
also bill 450." Well, this bill has in it just part of the provisions of 
bill 450. 

Mr. Kirlin. What Mr. Franklin had in mind, I think, was the 
conference provision — ^I wish you had asked him about that this 
morning. He pointed out at the top of the page there that he did 
not mean to include the regulatory provisions in his indorsement. 
He had in mind the provisions of your report and of the bill that 
you drew in relation .to it. I understood he did not subscribe to the 
doctrine in regard to the regulation of rates. 

The Chairman. This is Mr. Franklin's statement : 

We consifler that the bill. No. 450, providing for a board, which your com- 
mittee introduced after a very careful investigation of all the shipping condi- 
tions, is a very fair bill. We feel that there might be some slight modifica- 
tions as to the control over rates that the board would have immediately be- 
fore they had had an opportunity of thoroughly studying th6 situation and be- 
coming conversant with it. 

Mr. Kirlin. That is what he told you to-day, substantially, as I 
understood his testimony. 
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The Chairman. And then, again, he says, speaking of it : 

The Chairman. Would it be worth while to have a board and Just pay- 
salaries to them and not give them any powers of supervision? 

Mr. Franklin. No; I think the board should have absolute power of super- 
vision. I feel the board, after they investigate the matter thoroughly, if they 
feel a steamship company is doing anything unreasonable, should have the 
power to correct it. 

The Chairman. That is what the provision is intended to do. 

Mr. Franklin. I think H. R. 450 covers that. 

The Chairman. We have tried to avoid the difficulties you have in mind in 
this bill. 

Mr. Franklin. As I told you before, in testifying before the committee at 
that time, I was never opposed to that. I feel that the United States, with its 
tremendous commerce, must have somebody here in Washington before whom 
the shippers can make a plea ; that they can put before them anything that they 
think, in their opinion, has been an unreasonable act on the part of the steam- 
ship company or steamship operators. But I feel that it would be a very seri- 
ous mistake to pass any bill which includes a reference to the interstate com- 
merce act. The conditions are absolutely different. One is a local and the 
other an international question and can not be dealt with as are the railroads. 

The Chairman. If the provisions of section 9 were stricken out of this bill 
and the provisions of H. R. 450 inserted in lieu of them, you think that would 
make a better bill as far as regulation is concerned? 

Mr. Franklin. I say that that would make a decidedly better bill, to be 
coupled with *he elimination of the license feature. 

The Chairman. I hardly think there would be any reason for the license 
feature in that event ; that is, if the provisions of the House bill No. 450 were 
incorporated in this bill and section 9 stricken out. 

Mr. Franklin. My position has always been it is foolish to argue against 
a board. The United States should have some board of this kind. That board 
should study the whole shipping problem. It should make its recommenda- 
tions; it should be a board similar to the British Board of Trade. It should 
have control over all rules and regulations, measurements, inspections, and 
everything else now covered by the Department of Commerce. It should be 
the United States authority regarding shipping and the authority in control. 

I do not know whether I have made it sufficiently clear about the damage 
that I fear might be done to the commerce if the rates should be too severely 
regulated; but if there are any questions on that I shall be glad to answer 
them. 

I have read all of his statement. 

Mr. KiRLiN. Now, Mr. Chairman, I am sorry that you did not 
speak to Mr. Franklin about that to-day, because, as you know, he 
is friendly to the general object you have in view here. 

The Chairman. I think his attitude has always been very fair. 

Mr. KiRLiN. What he had in mind there — ^he had not the bill 
before him and was not discussing it — ^was the general suggestion 
that was contained in your report about controlling conferences, 
filing of documents, and exercising proper supervision over the ship- 
per and the shipping business and also the right to correct abuses 
m a broad way. But I do not think he intended to indorse or had 
in his mind at the time these inquisitorial features of this bill to 
which I have made special reference. 

Now, one of the members has just made a suggestion as to section 
13, that reminds me of something else I wanted to say before I sit 
down. Section 13 provides that it shall be the duty of every com- 
mon carrier by water or other person subject to the act to designate 
in writing an agent in the city of Washington. Now, you Tiave 
not anywhere in this bill defined what you intend to include in the 
denomination " common carrier." 

Mr. Edmonds. At the top of the page 2, Mr. Kirlin. 

88584—16 ^10 
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Mr. KiKLiN. That is in interstate commerce. On page 1 of the 
bill " a common carrier is simply defined as a common carrier." A 
common carrier by water means such a common carrier engaged in 
the transportation business," and so on. Now, a man who has one 
ship may be a common carrier, or a man who has a dozen ships may 
not be a common carrier at all, depending upon the manner in which 
the ships are operated. Nine-tenths of the tramp tonnage of the 
world that comes into our ports does not operate here as a common 
carrier nor sustain the relations of a common carier to American 
shippers. Such ^ips generally are bailees for hire; or, as the law 
calls them, special carriers. As this bill now stands the board would 
not have the slightest control or power over the tramp steamers that 
come here, unless they go on the berth and are offered genierally to 
receive the goods of all shippers. So that if you have m mind the 
enactment of regulations that will include more than 30 per cent 
of the carriers that visit our ports you will have to mal^e a different 
definition. 

Mr. Hardy. Let us get your idea clearly. Your opinion is that a 
tramp steamer coming to New York, for instance 

Mr. KiRLiN. Loading a cargo of grain. 

Mr. Hardy. Seeking a cargo is not a common carrier? 

Mr. KiRLiN. No. 

Mr. Edmonds. And therefore would not be required to have an 
office in Washington or anything else under this act. 

Mr. KiRLiN. It would not have to have an office here or be in a 
position to receive any notice here, or be subject to any of the pro- 
visions of this act. 

The Chairman. That is, for instance, if they were to go on the 
berth and ship a cargo of coal to a foreign port, it would not be a 
common carrier? 

Mr. KiRLiN. No. 

The Chairman. Suppose it would take part coal, part wool, part 
cotton, and different things? 

Mr. KiRLiN. If tramps went on the berth and offered themselves 
generally to receive goods of all shippers, they would be common 
carriers. But there might be two charters on the same boat, such as 
a charter of the meat space to one person and a charter of the grain 
space to another. 

The Chairman. It would be a common carrier then ? 

Mr. KiRLiN. No; it would be a special carrier only, because it 
would only be dealing on special agreements. 

Mr. Hardy. They would have to charter certain space and they 
would carry their own risk. 

Mr. KiRLiN. Such ships would be subject to the liabilities of a 
special carrier or bailee; that is, they would be liable for negligence 
but not under an insurers liability as a common carrier. Now tramps 
do not come to New York, your committee should bear in mind, and 
make their engagements here. Tramp steamers make their engage- 
ments in the great chartering markets of the world. Before a tramp 
steamer would come to this country at all, it would have been 
chartered, in time of peace, either in London or Hamburg or Rotter- 
dam. The agreement would not be for the business of a common car- 
rier at all. It would be one of two things, either an agreement to 
furnishing the space of the ship to one person for a lump sum, or 
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an agreement to carr}^ grain at so much a quarter, or coal at so much 
a ton. That agreement would not be made here at all ; the only trans- 
action under it that would take place here would be the loading of 
the cargo. 

The Chairman. That kind of carrier does not come within the 
provisions of this bill. 

Mr. KiRLiN. No. Now, how are you going to regulate the rates 
on one-third of the tonnage of the world, which makes its rates at 
the dock, with the shipper who brings his goods there, when the rates 
for two-thirds of the tonnage of the world are made in foreign 
ports ? 

Mr. Hardy. What percentage of value does that 66f per cent of 
the tonnage amount to in the commerce of the world of the freight 
carried ? 

Mr. KiRLiN. I could not give you any idea. 

Mr. Hardy. I understand in, bulk it is 66f per cent. 

Mr. KiRLiN. Yes. 

Mr. Hardy. The value, I presume, would not be 15 per cent, 
would it? 

Mr. KiRLiN. Oh, yes. 

Mr. Hardy. You think so? 

Mr. KiRLiN. Most of your cotton is carried that way. 

Mr. Hardy. Cotton is not a specially valuable commodity in pro- 
portion to the space ? 

Mr. Kirlin. Well grain is carried that way almost entirely, ex- 
cept small quantities that go on the big liners; nitrates, lead, ores, 
and lumber are carried under such charters. 

Mr. Hardy. What percentage of that 66f per cent is lumber? 
That is a big percentage ? 

Mr. Kirlin. I have not the data about that. * It would not be 
proper for me to speculate upon it. 

Mr. Edmonds. I want to call your attention to section 13, requir- 
ing offices in Washington. It says, " or other persons subject to this 
act." You did not say anthing about that. It says here " or other 
persons subject to this act" must designate an agent in the city of 
Washington. That means a man operating ships must have an 
officer here in Washington; a man running a ferry must have an 
officer here in Washington; a man running tugboats must have an 
officer here in Washington; a man running a transfer lighter must 
have an officer here in Washington ; and a warehouseman would have 
to have an officer in Washington ; and a man having terminal facili- 
ties would have to have an officer in Washington upon whom service 
of all notices could be made. 

Mr. Kirlin. That term " common carriers " is a very wide term. I 
reminded Mr. Bush, last night, that he would have to have an agent 
down here, because his lighters transfer goods as common carriers 
from the railroad terminals at Jersey over to his terminals in 
Brooklyn. 

The Chairman. It is veiy important they should be regulated, 
because we have a specific complaint by shippers of naval stores 
that while the rate to New York was reasonable, yet the lighters in 
New York charged an unreasonable rate and discriminated between 
shippers of naval stores. 
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Mr. KiRLiN. You would probably find, when you came to sift that 
complaint^ that the particular shipper of the naval stores was not 
in a position to get lighters, because he could give no assurance as 
to when he would be able to get the stores oflf the lighters. When 
the demand for lighter tonnage is as great as it is now lightermen 
hesitate to take goods on lighters unless they are assured the ship- 
pers will be able to unload the lighters within some reasonable length 
of time. 

(Thereupon, at 5.15 o'clock p. m., the committee adjourned until 
to-morrow, Wednesday, April 19, 1916, at 10.30 o'clock a. m.) 



Committee on the Merchant Marine and Fisheries, 

House of Representatives, 
Washington^ D. (7., Thursday, April 20, 1916, 

The committee met at 10.30 o'clock' a. m., Hon. Joshua W. Alex- 
ander (chairman) presiding. 

The Chairman. Mr. Rhett, president of the Chamber of Com- 
merce of the United States, is here to-day at my invitation, and we 
will hear him on H. R. 14337, which the^ committee has under con- 
sideration. 

STATEMENT OP MR. R. a. RHETT, CHARLESTON, S. C, PRESIDENT 
OP THE CHAMBER OP COMMERCE OP THE UNITED STATES. 

Mr. Rhett. As I understand it, this bill is introduced as a substi- 
tute for sections 9 and 10 of the shipping bill ? 

The Chairman. Yes ; H. R. 10500. 

Mr. Rhett. J only wish to state that in referendum No. 9, which 
the chamber toqk in 1915, we had three ballots which directly refer 
to this subject. 

The first ballot was on the creation of a Federal shipping board 
to investigate and report to Congress regarding the navigation laws, 
and to have full jurisdiction, under the law, in all matters pertain- 
ing to over-sea transportation, upon which the vote was 639 to 116. 
If this bill takes the place of sections 9 and 10 of the shipping bill, 
it eliminates that clause which is at present in section 9. Do I 
understand it is proposed to eliminate that altogether, or to provide 
for that in some other way ? 

The Chairman. That part of section 9 which provides for an 
investigation of our navigation laws will be taken care of in another 
way. I gave you a tentative draft of a section we have under con- 
sideration. 

Mr. Rhett. I have read that draft which you have just handed 
to me, and it seems to cover the point which is referred to in that 
ballot admirably. 

The Chairman. You might let that go in the record. 

(The section referred to is as follows:) 

That it shall be the duty of the board to gather and compile information con- 
cerning and to investigate the relative cost of building merchant vessels in 
the United States and in foreign maritime countries, and also the relative cost 
of operating in foreign-trade vessels under American registry and similar ves- 
sels under the flags of other nations. It shall also examine the navigation 
laws of the United States and the rules and regulations based thereon, and 
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make such recommendations to Congi'ess as It may deem proper for the amend- 
ment, improvement, and revision of such laws and for the development of the 
American merchant marine. It shall also investigate the advantages and dis- 
advantages of operating under United States registry and under the registry 
of other nations. It shall also investigate the legal status of mortgage loans 
on vessel property, with a view to improving the security of such loans and 
encouraging investment in American shipping. It shall report annually to 
Congress the results of its investigations and its recommendations. 

Mr. Rhett. I have read this draft, and, as far as my judgment 
goes, it covers the subject thoroughly. 

The fifth question on the ballot presented the recommendation of 
the chamber's committee that Federal licenses should be taken out 
by lines, domestic and foreign, engaged in shipping between ports of 
the United States and other countries ; on this the vote was 610 to 120. 
Section 10 of House bill 10500 provides for licenses. Do I under- 
stand that it is intended to eliminate that provision? 

The Chairman. If it is eliminated, it will be for the reason that 
bill 14337 provides specific penalties for violations of the law, and 
in the event, 1 assume it will not be necessary to include the license 
feature in section 10. However, that is a question that the com- 
mittee has not determined finally. 

Mr. Rhett. I just wanted to call attention to the fact, as I am only 
recording the position which the chamber has taken in this referen- 
dum. 

The fourth question on our ballot was, Should there be legislation 
abolishing deferred rebates and providing for supervision of rates 
by the Federal shipping board, with requirements for filing with 
the board schedules of rates and all agreements among over-sea lines? 
With our referendum was printed the bill — I think it was bill H. R. 
450, which is practically the same as the bill now before us, except 
that the present bill puts the jurisdiction in a shipping board instead 
of in the Interstate Commerce Commission, and with a few other 
changes. 

The Chairman. It is in your referendum No. 9. It is the text 
verbatim of bill No. 450, as I introduced it in this Congress. 

Mr. Rhett. I would like to call attention to the fact that we only 
dealt with the over-sea shipping ; I do not think we have ever taken 
any referendum on the subject of coastwise or lake shipping. 

The vote approving regulation of over-sea shipping was 601 to 
130, and the bill I have mentioned was printed in the referendum 
pamphlet as an exhibit, so that while we can not say that each 
organization which voted affirmatively voted for the exact pro- 
visions of the bill, it is a fair inference to be drawn. In printing 
the results of the balloting we tabulate what each organization has 
to say in connection with its vote when it does not vote uncondition- 
ally and squarely upon the question presented. If any of you gen- 
tlemen have this tabulation, you will see there are several pages of 
comment which the organizations made in connection with their 
votes when they were unable to vote squarely on the proposition in 
the referendum. For instance, the San Francisco Chamber of Com- 
merce voted " no," and filed this statement : 

It would also prefer to divide the fourth question of the second ballot and 
vote in favor of abolition of deferred rebates, but against supervision of rates by 
the shipping board. 
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Being unable to divide the question as presented in the referendum, 
they voted against it entirely. We will be very glad to file with you, 
if you desire, a complete statement of the votes and comments; it 
will show the comments wherever the organizations did not vote 
squarely on the (questions as they were presented. 

The organizations participating in the referendum cast 601 votes 
to 130 for the creation of a Federal shipping board, with require- 
ments for filing with the board schedules of rates and all agreements 
among over-sea lines. 

I think that is as much as I am able to go in making a statement 
in the matter, as I am not an expert on shipping. I can only record 
with you gentlemen what the members of the Chamber of Commerce 
of the United States have voted on and how they voted. 

Mr. Hadley. I understand that bill No. 450 was not submitted as 
a concrete example by the chamber. 

Mr. RnETT.*No; it was only put as an exhibit, and therefore, of 
course, it was not voted on specifically. It was only given as an 
illustration of how it is proposed to make this regulation. I think 
I might read this paragraph from the report of our committee, 
based upon which the ballots were cast. 

Mr. Greene. On which line? On everything that was referred to 
them under the referendum, or only on these items you have men- 
tioned ? 

Mr. Ehett. No ; this is a paragraph in the committee's report re- 
ferring specifically to the regulation which w^e are talking about, 
which is included in H. R. No. 14337. The paragraph I am about to 
read is in the report of a majority of the committee, and in the corre- 
sponding question the balloting, as I have said, resulted in 601 affir- 
mative votes and 130 negatives. 

Legislation is pending providing for the supervision of ocean freight rates, the 
filing of schedules and agreements between different lines, granting the right of 
shippers to apply for rate reductions and to correct abuses, calling for a proper 
system to secure payment of just claims, abolishing deferred rebates and unjust 
discriminations against shippers, requiring that concessions granted in advance 
contracts must apply to all, and dealing with the correction and regulation of 
shipping matters for public protection. Your committee are heartily in favor 
of such legislation, with all such matters placed in charge of the Federal ship- 
l)ing board. 

That was the report of the committee on that subject, and it was 
upon this report that the question in the referendum about regulation 
of over-sea lines was based. 

I do not know that there is anything further you gentlemen want 
of me. 

Mr. Greene. I would like to ask, does the paper that you have filed 
cover the whole action of your association on all matters that were 
referred to them relative to this shipping bill ? For instance, do you 
favor the Government undertaking the purchase, construction, or 
charter of vessels for mercantile purposes, together with the oper- 
ation of such vessels? Is that vote included? 

Mr. Ehett. In the ballot ? 

Mr. Greene. Yes ; referendum No. 9. 

Mr. Ehett. Oh, yes. 

Mr. Greene. It shows that 89 people voted in favor and 690 voted 
as opposed to the purchase, construction, or charter of vessels for mer- 
cantile purposes, together with the operation of such vessels? 
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Mr. Khett. Yes ; that is, 89 votes in favor and 690 opposed. The 
votes are determined by the ballots of organizations, not of indi- 
viduals. 

Mr. Greene. And also in regard to the ownership of vessels by the 
Government, to be operated by private parties under l^ase. 

Mr. Rhett. 51 in ravor to 713 opposed. 

Mr. Greene. That is all there? 

Mr. Khett. That is all there, in the same referendum. I was 
speaking, however, only about the regulation that is proposed in bill 
No. 14337. 

Mr. Greene. There has been some testimony here by some parties 
who have testified that these referendums were not taken with due 
care, or with sufficient explanations to boards of trade that voted. 
What is your understanding? Was it your understanding that they 
voted blindly, or with a full understanding? 

Mr. Khett. Mr. Fahey presented to this committee some months 
ago a complete tabulation of how these votes were taken by each 
organization. I have a copy of that before me, and I can answer 
you with reference to any organization, because I have here a com- 
plete tabulation showing exactly how they arrived at their decision. 

Mr. Greene. I think the thing was fairly taken. I am only asking 
your view, whether it was fairly taken or unfairly taken. I am not 
in opposition to your method of doing business ; I think this proposi- 
tion was fairly taken by the various chambers of commerce, and was 
a fair representation of the general sentiment of the commercial or- 
ganizations throughout the country ; not perfect, probably, but fair. 

The Chairman. You will find that same referendum offered by 
Mr. Fahey on page 472 of our hearings on H. K. 10500. 

Mr. Greene. I am not finding fault with that. I am simply 
asking Mr. Khett, as the present president of the chamber of com- 
merce and an active man in the commercial business of the country, 
and, consequently, responsible in the position he now holds, as to 
what his view is as to the method which was pursued by the body 
over which he now presides, in their attempt to get at the business 
sentiment of the country in regard to this shipping bill ; whether he 
thinks it was fairly taken or unfairly taken; whether an honest effort 
was made to secure the views, or whether it was a fake proposition. 

Mr. Khett. As to that I wish to say our purpose is to endeavor 
to get the business men to think on these questions themselves, and 
to that end we give them what information we can, try to state 
the question fairly and squarely, and do all we can to see that in the 
pamphlet used in taking a referendum the arguments that can be 
fairly urged on both sides are impartially presented. We ask them, 
after they have studied the question, to send us in their opinion. 
We believe we are succeeding. We find their interest growing more 
and more, and that the votes which are sent in are representative of 
the sentiment of the communities represented by the organizations in 
our membership. Here and there you will find a vote carelessl}' 
taken, but for each referendum we now go to the officers, asking the 
manner in which their organization is committed in the referendum. 
This procedure on our part is resulting in these ballots being thor- 
oughly representative of the business sentiment of the organization. 
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Mr. Edmonds. Mr. Bhett, we had before us last week Mr. Isidor 
Jacobs, president of the California Canneries Co., a New York con- 
cern, who stated that the chamber of commerce of which his concern 
is a member in California 

Mr. Bhbtt. What chamber is that? 

Mr. Edmonds. The Chamber of Commerce of San Francisco. 

Mr. Rhbtt. Yes. 

Mr. Edmonds. That his chamber sent out a notice, of which he 
has sent us a copy, in which he said they were told how to vote, and 
that they voted that way. I think I am correct in that. 

Mr. Hardy. I think so. Did he give a copy of the notice he said 
they sent out? 

Mr. Edmonds. Yes. He said the result was that out of over 3,000 
members not more than one-fifth responded, the other four-fifths 
not responding to the referendum at all. He said : 

You wiU understand that it is based upon this referendum of the San 
Francisco Chamber of Commerce tliat tlie United States Chamber of Commerce 
figures the referendum that tliey talie from -the San Francisco Chamber of 
Commerce, so that it can readily be seen that the expression of the San 
Francisco Chamber of Commerce is not an expression of the business interests 
connected with the San Francisco Chamber of Commerce, and I have reason 
to believe that practically all chambers of commerce in our large cities are 
similarly handled. 

Now, he inclosed here a copy of the referendum as it Was sent out, and 
then he says that most concerns voted as was recommended to them. 

Do you know anything about that? Did y6u recommend from 
your parent chamber of commerce how people should vote on this in 
the different chambers of commerce ? 

Mr. Rhett. Not at all. We have never attempted even to suggest 
to them any form of procedure to use with their members. As I 
have already indicated, we are trying to gather from them the forms 
of procedure which they in fact use. But all we ask is that they send 
a ballot which represents the business sentiment in their organiza- 
tion, and that they adopt a form best calculated to gather that senti- 
ment. We do not want a ballot that does not represent real business 
sentiment. We discourage it. If we know it does not represent that 
we do not record it. 

Mr. Edmonds. The system that was evidently adopted by the San 
Francisco Chamber of Commerce was this : They evidently referred 
this bill to a committee, because I see it says here, " Recommendation 
of the foreign trade and maritime affairs and harbor committees of 
the San Francisco Chamber of Commerce in joint session." Now, 
this is the recommendation that he speaks of, and it probably was 
referred to a special committee, and the committee, having studied 
the matter, told the members that they thought this was the right 
way to vote, but gave them the opportunity to vote any way they 
pleased. And thejr had that opportunity on the other side of the 
page. And therefore Mr. Jacob'^s statement that it only expressed 
the sentiment of one or two members was not correct? 

Mr. Rhett. Not at all. In that case, for instance, they apparently 
selected a committee of their members who are familiar with mari- 
time affairs and shipping at San Francisco, and men in whom they had 
confidence. They seem then to have asked this committee to investi- 
gate the questions presented to the referendum and to give them the 
benefit of their views. The committee of the San Francisco Chamber 
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of Commerce seems to have submitted a report to its organization, and 
their report and its recommendations seem then to have been pla<5ed 
before all the members of the organization that they might express 
their individual approval or disapproval of the point of view ex- 
pressed. It seems to me that that is a very intelligent way to handle 
such a matter. The San Francisco chamber seems to have given its 
members the benefit of this report, but they were not precluded from 
voting the opposite way. In fact, the business of Congress is handled 
that way; a committee investigates and makes its report, and Con- 
gress can adopt it or not, as it sees fit. 

Mr. Edmonds. In other words, they do the work in a businesslike 
manner. 

Mr. Rhett. I think the method adopted at San Francisco would 
seem to be very well calculated to bring fair results, although I do 
not at the moment know what results it actually had in the instance 
in question. 

Mr. Edmonds. Mr. Jacobs made the statement that one or two peo- 
ple ran all- these organizations, as near as I can remember the gist of 
his testimony. 

Mr. Rhett. By way of repeating that statement, gentlemen, I can 
tell you an incident in my own chamber, at Charleston, where a mat- 
ter was up and the president was in favor of it. He selected a com- 
mittee of 12 to pass on it. After they had discussed it, 11 voted 
against the president. This incident shows that any general state- 
ment of the kind you have mentioned is not sound. 

I know that at first the referenda of the United States Chamber 
of Commerce were not considered as carefully as they are now. It 
was not realized what value they had. Now I think that our organi- 
zations are very much more careful in sending us a ballot to see 
that it represents business sentiment. Otherwise, the comeback on 
them would be considerable. Their own members get after them. In- 
quiries are made from all over the country about these referenda, and 
tneref ore each time we send out a referendum there is more care ex- 
ercised to return to us the sentiment of the business men of the or- 
ganizations. 

Mr. Edmonds. He says that Only one-fifth of the members re- 
sponded. 

Mr. Rhett. If you take the vote of San Francisco, for instance (I 
do not know what the recommendations of the San Francisco cham- 
ber's committee were) , they voted " No " on the first three propositions 
and " Yes " on the fourth. Voting such as that indicates considera- 
tion of the questions presented. They must have handled the refer- 
endum fairly intelligently. They did not merely follow recommen- 
dations that were made by our committee. They voted " No " on the 
first proposition, which was the purchase by the Government of ves- 
sels, together with their operation ; they voted " No " on the second 
proposition, which was Government ownership of vessels, with ope- 
ration by private parties under lease ; they voted '^ No " on the third 
proposition, which was subsidy; they voted "Aye" on subvention; 
they voted " No " on the first recommendation of our committee, which 
was the shipping board ; they voted ^' No " on the second proposition 
of our committee, which was for the Government to subscribe to the 
entire stock of a marine development company ; they voted " Yes " on 
the third proposition, which was the ocean-mail law; they voted 
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"No" on the fourth proposition, which was deferred rebajbes and 
regulation of rates; and they voted "No" on the fifth proposition, 
which was Federal licenses. 

• It looks to me as if they must have gone over the questions very 
carefully. They certainly did not follow recommendations of our 
committee. 

Mr. KowE. They did not follow your recommendations? 

Mr. Rhett. They certainly did not. 

Mr. Greene. It was not that he was complaining, as I understand, 
but Mr. Jacobs stated before the committee you must not pay any 
attention to the chamber of commerce, because it don't amount to 
anything, but pay attention to Mr. Jacobs. 

Mr. Ehett. I know it is our constant study to get the organiza- 
tions not to send us in ballots imtil they have tested out thoroughly 
the method they think best calculated to get the business sentiment 
of their communitv. 

Mr. Edmonds. It is a matter of record that only one-fifth of the 
San Francisco chamber voted, which is but natural, because probably 
only one-fifth of the members wiere interested in the ship matters; 
and when a man is interested in a question he pays more attention to 
those things than the man who is not. I have found that out. 

Mr. Ehett. That is so. You can not get a full vote and never can ; 
but there are usually men in each community who have the- respect 
of the community and in whom the community have confidence who 
study these questions — ^merchant marine, for example — and the rest 
of the community will follow them the same way they will expect to 
be followed on questions with which they are familiar. 

The Chairman. I think, if you will read Mr. Jacob's testimony of 
the manner in which the referendum was taken, that you will find 
there is no material difference between the two. 

Mr. Rhett. I tell you, gentlemen, we are constantly studying 
means of making the results of our referenda truly representative 
in any way they may be shown to be defective. 

Mr. Edmonds. I understood Mr. Jacobs to contend the chamber of 
commerce vote did not really represent the sentiment of the business 
interests. 

The Chairman. He said he took a referendum himself, with a dif- 
ferent result. Just how he took it I do not know. 

Mr. Edmonds. He did that in his canneries association, did he not? 
" In our association," he said. 

The Chairman. No. This is what he said : 

I tested that by sending out a letter myself to the members of our local 
chamber of commerce and the answers received by the chamber of commerce 
Itself was between o()0 and 6CX) out of 3,700 mem])ers. I got over 800 answer^ 
directly opposite to .the referendum that the chamber of conunerce took, but I 
did not suggest how they should answer the questions. 

Mr. Hardy. Then he filed with the committee, as I understand, 
the recommendations under which the chamber's referendum was 
made. 

The Chairman. I do not see any objection to the manner in which 
the referendum was taken by the San Francisco Chamber of Com- 
merce, as far as that is concerned. 

Mr. Edmonds. That is what I wanted to bring in, because that is 
the way I took it. 
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The Chairman. He said their executive committee had investi- 
gated it and filed their recommendations. 

Mr. Edmonds. That would be a natural thing for a committee to do. 

The Chairman. I say, I do not see any objection to that. 

Mr. Khett. Mr. Chairman, will that be put in the record. We 
would like very much to investigate that, because that is of very 
vital importance to us. We want to know how these things are 
taken. 

Mr. Hardy. I have another thing also, Mr. Ehett. I have a let- 
ter — I can not recall the name of the man now — of some gentleman 
who was invited to address the members of the Chamber of Com- 
merce of San Francisco, and when he wrote them that he wanted 
to talk on the question of free ships, they advised him not to make 
any talk there, and he did not go. I have that letter. 

Mr. Bhett. Any information that you gentlemen can give will be 
a very great favor to us. All we are trying to get is the business 
sentiment. We are simply trying to get the business men to study 
these questions, and to give you the benefit of their views. If you 
can help us along that line by referring to us any of these letters, 
they will be investigated, and they will be very helpful to us. 

Mr. Hardy. I am satisfied that your purpose is to get the organi- 
zation's attitude on the questions you are trying to solve. 

Mr. Rhett. That is all. 

Mr. Hardy. But I believe you agree with Mr. Jacobs, that a com- 
mittee selected for their knowledge, making recommendations as 
to how they should vote, would have very great weight in determin- 
ing how those who were not posted should vote ? 

Mr. Bhett. Yes. 

The Chairman. As Mr. Ehett says, we are investigating questions 
here now, and we make recommendations to Congress, and they have 
great weight, because we investigate them thoroughly. 

Mr. Hadley. That is the policy on which the parent organization 
proceeds, as I understand, and if it is not worth anything, it had 
better go out of business; and that is the policy that the San Fran- 
cisco Chamber of Commerce pursued, as the record now shows. 

Mr. Hardy. That is a matter for argument as to how much a refer- 
endum is worth, when the vote is guided by suggestion. 

The Chairman. The matter arose originally on an inquiry how 
these referendums were taken. It developed that some chambers 
of commerce referred referendum No. 9 to an executive committee 
or some other committee and that committee would send in their 
report as the report of that body to the Chamber of Commerce of 
ihe United States, and the referendum was not put to the members 
of the local chamber at all. That is true in some instances? 

Mr. Ehett. Yes. 

The Chairman. Mr. Benjamin J. Rosenthal testified before this 
committee that they have 5,000 or more members of their asso- 
ciated commercial bodies in Chicago, and that two men considered 
and reported for those people, and the body of the organization never 
expressed any opinion at all. You are trying to correct that, I know. 

Mr. Rhett. We are trying to correct any such procedure. We 
have a tabulated statement here showing the manner in which de- 
cisions were reached by the organizations. A few chambers did it 
that way — ^but very few. We are not trying to dictate to these 
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chambers any particular form; we are merely asking that they use 
a form that will best express the business sentiment of the com- 
munity. If we have a form sent in that we think does not do so 
we send it back and tell them we do not want a report of any 
officers or any small clique amongst them, but we want a report that 
will express the sentiment of their business community, and we 
want to know how they are attempting to get it. Then we send out 
the result to all the members, in order that they may see how the 
others do it. 

Mr. Hadley. How many organizations did you say did it that 
way? 

Mr. Rhett. There were 11 organizations, for which the executive 
officers undertook to act in referendum 9. 

Mr. Hadley. What were the total number of reports on this 
referendum ? 

Mr. Rheit. The total reports were 281, and 11 voted by their 
executive officers. 

Mr. Greene. I am very well acquainted with Mr. Fahey, who pre- 
ceded you. I knew him before he was elected president of your 
chamber as a newspaper man in Boston for years; he was a man of 
very high standing and character, and I think he did great work as 
president of your chamber of commerce. 

Mr. Rhett. I am trying to pursue his footsteps as near as possible. 

Mr. Greene. I know you are. My questions were not in criticism. 
They were rather in defense of the work you have done, because some 
men have made statements before this committee in criticism of the 
work you have done, which! did not think were justified. 

Mr. Rhett. We will welcome any suggestions, gentlemen. All we 
want to do is to give you the benefit of the business sentiment of 
this country, as far as we can, and any suggestions to the effect that 
we are not doing it along the right lines would be promptly con- 
sidered. 

The Chairman. We are very much obliged to you, Mr. Rhett, for 
coming here to-day. 

I have a letter here from Duncan N. Hood, South American repre- 
sentative of the Hill Publishing Co., Hill Building, New York, re- 
ferring to his trip to South America, the conditions there, and the 
present ocean freight rates. If there is no objection, I would like to 
have it go in the record. 

(The letter above referred to is as follows:) 

Hill Publishing Co., 

New York, April IS, 1916. 
Hon. Joshua W. Alexander, M. C, 

CJiairman House of Representatives Committee 

on Merchant Marine and Fisheries, Washington, D. C. 

Deab Sir: I have just returned from an 18 months' trip through South 
America for the purpose of reporting on conditions in tliose niarlvets for Ameri- 
can manufacturers and our advertisers. 

We have succeeded in impressing our manufacturers with the importance of 
trying to get as much as possible of South America's 1,200 million dollars 
yearly imports, as this would mean a 50 per cent increase in our exports, if 
we get all of it. 

In fact, one of our advertisers who formerly did a l)usiness of $8,000 a year 
is now doing a business in Brazil alone of $375,000. 

In spite of all that has been done so successfully tlnis far, we are about to 
lose almost all our trade tliere unless something is done innuediately to relieve 
the situation. 



BEGULATORY FEATURES OF SHIPPING BILL. 157 

Prior to the war freight rates to Buenos Aires were about $4 a ton. Tlie 
average purchase price of a freiglit steamer is about $50 per ton. Recent rates 
have actually reached $52.50 per ton, and this was paid because it was abso- 
lutely necessary. 

So that freight rates for a single 30-day trip are now greater than the pur- 
chase price of the steamers before the war. 

If we fail to ship now, South America will be compelled to manufacture 
there what they now buy from us, and that market will be lost. 

So that immediate and prompt action is imperative. 

Anything within our jurisdiction tliat floats should be considered in the 
plans for establishing marine lines from here to South America at normal 
freight rates. Interned steamers, coastwise vessels whose cargo can be han- 
dled by the railroads, naval colliers. Army transports, and some other naval 
vessels should be impressed into service immediately. 

An emergency, if not a Government merchant marine, anything at all will 
do that will enable American manufacturers to ship the orders now held up 
by the freight condition. 

We have no interest in this in any way except to help our advertisers and 
American manufacturers. 

Please bring this matter before your committee and see that remeilial legis- 
lation is passed. 

Yours, very truly, 

Duncan N. Hood, 
South American Representative. 

Mr. EowE. Mr. Chairman, when Mr. Sherman, vice president of 
the W. R. Grace Co., was before the committee, some one requested 
him to give us a detailed statement of the difference in cost of opera- 
tion of similar vessels under the American flag and the British flag, 
and I have here a letter sent by another vice president of the W. R. 
Grace Co., which I would like to have put in the record. 

The Chairman. If there is no objection, the letter will be printed 
in the record. 

(The letter above referred to is as follows:) 

New York, April 19, 1916. 
Hon. Joshua W. Alexander, 

Committee on Merchant Marine and Fisheries, 

House of Representatives, Washington, D. C. 

Deab Sir: In reference to your inquiry to our Mr. L. H. Sherman, we beg 
to advise tliat we liave been operating American and British steamers side by 
side for some years, and we have made difference in cost of operation (on same 
size boat) to be as follows: 



Wages 

Victualling 

American steamers require annual inspection, while British steamers are 
inspected each four years; estimated extra cost by reason of annual inspection. 



American 
(per month). 



$1,970 
803 

25 



2,798 



British 
(per month). 



$1,342 
649 



1,991 



or, say, $807 extra per month for American boat. 

The extra cost of victualling is not by statute, but by reason of less economy 
on American steamers. 

On British steamers, which we recently transferred to American flag, the 
foreign crews struck for American wages the day of transfer and received them. 
On same size boat as referred to above the crew under British flag was 33 
men, and the crew under American fl«ag was 36 men. 
Yours, very truly, 

W. R. Grace & Co., 
B. MuiR, Vice President. 

(Thereupon, at 11.30 o'clock a. m., the committee adjourned to 
Friday, April 21, 1916, at 10.30 o'clock a. m.) 
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Committee on the Merchant Marine and Fisheries, 

House or REPitESEKTATivEs, 

Saturday^ April 22^ 1916. 

The committee met at 10.30 o'clock a. m., Hon J. W. Alexander 
(chairman) presiding. 

The Chairman. We have present this morning gentlemen repre- 
senting, one of them Seattle, another San Francisco, and another 
Los Angeles. We will be glad to hear them with reference to House 
bill 14337. 

STATEMENT OF ME. SETH MANN, REPRESENTINa THE SAN FBAN- 
CISCO CHAMBER OF COMMERCE, SAN FRANCISCO, CAI. 

The Chairman. Please tell the committee who you are, what your 
profession is, and what your relations are to the San Francisco 
Chamber of Commerce. 

Mr. Mann. Mr. Chairman and gentlemen of the committee, I am 
the attorney and manager of the traffic bureau of the San Francisco 
Chamber of Commerce. I am also the president of the Pacific Coast 
Traffic League, which is an organization composed of the traffic man- 
agers of the various commercial bodies or civic institutions repre- 
senting cities and commercial communities within the States of Cali- 
fornia, Oregon, and Washington situated west of the Sierra Nevada 
and Cascade Mountains, and thus it derives its name, the Pacific 
Coast Traffic League. It has been organized in this way so that we 
shall have in our membership not the representatives of any particu- 
lar line of business or of any particular interests, but only those rep- 
resentatives who represent all the interests, as traffic managers or 
traffic officials representing shippers and commercial communities 
must do when they are engaged in their w ork, which is a work that 
means the taking into consideration of all interests and not any 
particular interest to the exclusion of others. 

The Pacific Coast Traffic League in January met in San Fran- 
cisco, and, among other things, after discussion, adopted resolutions 
to the eifect that they were opposed to any regulation of freight rates 
on vessels engaged in any commerce. The San Francisco Chamber 
of Commerce has had under consideration for some months past the 
American merchant-marine bills, if I may so call them,, one being 
H. E. 10500 and the other the present bill before this committee, H. R. 
14337. They, pursuing the custom which they have adopted on mat- 
ters of serious import, sent out what they call a referendum to the 
members of the chamber. There are some 3,000 members of the San 
Francisco Chamber of Commerce, men engaged in all the lines of 
business and manufacture that are carried on on the Pacific coast, 
including wholesale, retail, and manufacturing. The form of this 
referendum is a printed form asking certain questions of the members 
and giving them an opportunity to vote either yes or no ; and I want 
first, with your permission, to convey to you the results of this refer- 
endum, which was just recently communicated to the chamber, and 
which I received just the day before yesterday in the form of a tele- 
gram from the president of the San Francisco Chamber of Commerce, 
Mr. W. N. Moore, of the firm of Moore, Watson & Co., wholesale dry- 
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goods merchants, of San Francisco. The result of that referendum 
was as follows: Against the construction or purchase of ships by 
the Government, 3 to 1. Those figures, of course, represent the pro- 
portion of the vote and not the actual vote. 

The Chairman. How many votes were cast? You say there are 
3,000 members of the chamber of commerce. 

Mr. Mann. I have not that figure, Mr. Chairman. It was not con- 
veyed to me by telegram, and that information had not arrived at 
the time when I left San Francisco, on the 15th instant. In favor of 
the alternate suggestion made by the Chamber of Commerce of the 
State of New York equalizing the building and operation of Ameri- 
can and foreign ships the vote was 3 to 1 ; in favor of any new bill 
providing merchant marine, the legislation being so framed that 
ships may operate under regulations of the broadest liberality to meet 
over-sea competition, 20 to 1. 

Mr. Saunders. Does that include subsidy? 

Mr. Mann. You understand that these questions were submitted 
to the membership of the chamber in this particular form, and the 
vote therefore is upon the questions as I have read them. 

The Chairman. They seem to realize the need of a merchant 
marine ? 

Mr. Mann. That seems to be a matter of general consent. 

Mr. Hardy. And has been for some years. 

Mr. Mann. Yes, sir; and has been for some years. In opposition 
to Government ownership and operation, the vote was 7 to 1 ; in oppo- 
sition to regulation of freight rates to be charged and collected by a 
ship, 5 to 1 ; and in opposition to regulation requirements for licenses 
to vessels, 8 to 1. 

Now, gentlemen, within the brief time that necessarily must be 
granted in a matter of this kind, notwithstanding its importance, I 
desire to confine myself very largely to the opposition to any attempt 
to regulate the rate to be charged by vessels operating in either in- 
terstate or foreign commerce, and first I desire to invite your atten- 
tion to statements made before the Senate Committee on Interoceanic 
Canals in the Sixty-second Congress, second session, on H. R. 21969, 
under date of March 29, 1912. That was the Panama Canal bill, 
and the hearing was upon the Panama Canal bill. The statements 
to which I desire to refer are statements of Judge Prouty, a member 
for some 30 years of the Interstate Commerce Commission, and now, 
as you know, in charge of the physical valuation of railroads, which 
is being carried on by a department of the Interstate Commerce Com- 
mission. JudgeJProuty had had occasion for many years, perhaps 
20 years, to examine into the intermountain situation, as it is called, 
and the effect of water competition between the Atlantic and Pacific 
coasts, and also into other questions relating to the regulation and 
the operation and the fixing, of rates and fares by steamer lines in 
connection with rail lines, those questions being under the jurisdic- 
tion of the Interstate Commerce Commission by the terms of the act 
to regulate commerce. At that time the question arose with respect 
to the operation of vessels through the canal because the Pacific Mail 
Steamship Co. desired to so operate, notwithstanding 51 per cent of 
its stock was owned by the Southern Pacific Co. Until within a 
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few months this stock still remained in the ownership of the South- 
em Pacific Co., but has now been sold to W. R. Grace & Co. At that 
time, however, 51 per cent of the stock of the Pacific Mail Steamship 
Co. was owned by the Southern Pacific Co., and they were endeavor- 
ing to have the Panama Canal act authorize the operation of those 
vessels belonging to the Pacific Mail Steamship Co. through the 
Panama Canal when it Avas opened and ready for business. The 
opposition of the Pacific coast and of the people of the Atlantic 
coast and of the central part of the United States against this opera- 
tion was that the Panama Canal was constituted, at least partly, to 
control freight rates between the Atlantic and Pacific coasts,, or what 
may be called the transcontinental railroad rates, by water competi- 
tion, and the opinion was vigorously and successiully urged that 
railroad companies should not be permitted to own or control their 
own water competition. The Pacific Mail Steamship Co., supported 
by the Southern Pacific Co., contended that if the rates by vessels 
operating through the Panama Canal should be put under the con- 
trol and jurisdiction of the Interstate Commerce Commission or any 
other congressional power the difficulty would pass away and that 
steamers could then operate, notwithstanding that they were owned 
by railroads covering the same transportation movements between 
the same points, because the Interstate Commerce Commission could 
always see that the rates maintained by those vessels were rates which 
would not be railroad rates, but purely sea rates. 

That was the contention of the railroad companies then, and it has 
ever since been their contention, and it is to-day the desire of the 
transcontinental railroads of this country to have the rates of the 
steamers and vessels operating in opposition to and in competition 
with them controlled and regulated by some regulating body for 
many reasons, but, among others, that since the railroads themselves 
are operating under the conditions of an act which require them to 
publish their rates and to make them public for 30 days before they 
go into effect, they want the same conditions to apply to the carriers 
by water, which are the great natural regulators of railroad freight 
rates. In response to that proposition, and in response to the ques- 
tion of why, with the Pacific Mail-Southern Pacific vessels oper- 
ating through the Panama Canal, the control of the Interstate Com- 
merce Commission might not be invoked and the first objection 
removed, Mr. Prouty, of the Interstate Commerce Commission, and 
Mr. Franklin K. Lane, then a member of the Interstate Commerce 
Commission and now Secretary of the Interior, were in^dted to coine 
before the Senate Committee on Interoceanic Canals and make their 
statements with respect to their investigations arid their opinions 
as to the advisability, and, indeed, the practicability of endeavoring 
to regulate steamers at all, so far as their freight rates were con- 
cerned. I am now reading from page 869 of the report I have just 
referred to, and this is what Judge JPfouty said: 

I do not think that the Interstate Commerce Commission can regulate the 
port-to-port rates of a water carrier, because there is no basis for regulation. 
We have just been investigating, in a case of wiiich I had charge, the port-to- 
port water rates from New Yorh: to Galveston. There is a very large volume 
of traffic annually from Atlantic seaboard territory to New York, from New 
Yovls. to Galveston by water, and by raU from Galveston to interior Texas and 
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Southwestern points; we have been Inquiring into the reasonableness of those 
rates. Now, the evidence convinces me that It is entirely a question of con- 
ditions. If the ship runs full in one direction a low rate can be made; If it 
runs full in both directions, a lower rate can be made; if it runs light, a 
higher rate must be made in order to pay the expenses of operation. Our in* 
vestigation in that case shows that 60 per cent of the expense is at the dock, 
and only 40 per cent of the expense on the water. The expense, both at the 
dock and on the water, is substantially the same whether a full load is obtained 
or whether only a part load is obtained, except the cost of loading. 

I would like to insert this extract from the statement of Mr, 
Franklin K. Lane before the same committee on the same subject: 

Mr. Lane. I was talking about the railroads. I think the distinction you have 
in mind perhaps is this : That a man who operates a boat line uses a highway 
that is already created for him by nature, while a man running a railroad 
creates a highway and operates a machine over it. Now, the artificial highway, 
namely, the railroad, becomes a monopoly. Its franchise creates it as a 
monopoly, and that is the basis for regulation. I think that, so far as the 
natural highway is concerned — the water — ^that it is a very practicable thing to 
allow traffic freedom of competition upon that ocean highway, whereas it is not 
a practicable thing to allow trafiic freedom of competition upon the artificial 
highway. 

The Chaieman. Why not? 

Mr. Lane. For the very reason that if you do not control the railroad you are 
going to have a demoralization in the service and in the rates; and you are 
going to have the condition that existed in this country 25 years ago when the 
railroads were killing themselves. The act to. regulate commerce is largely a 
measure to protect the railroads against themselves. 

The Chahiman. Do you mean the intent of the Interstate commerce act is to 
prevent railroads from competing with one another? 

Mr. Lane. Very largely so. And to prevent rebates, which are simply a means 
of competition. 

The Chairman. You talk about the freedom of the ocean. Is there anything 
that prevents competing steamship companies from agreeing upon rates? 

Mr. Lane. Theoretically there is, but practically there is not. 

The Chairman. Then why do you expect this freedom of competition on the 
ocean? 

Mr. Lane. Because a man can hire a boat for a couple of hundred thousand 
dollars, or for a very little amount of money and put it on against a competitor 
that may be worth $100,000,000. 

The Chairman. I do not think that statement by Judge Prouty 
relates to any proposition now being considered by this committee. 

Mr. Mann. If the chairman please, it seems to me that it is germane 
in this respect, that this bill under consideration does propose to 
regulate and fix the rates to be charged by vessels on freight, and this 
is a statement, as I understand it, against the advisability or prac- 
ticability of doing that thing. 

The Chairman. That is not a question that we are considering 
now. Is there any objection to a commission having charge or con- 
trol, so far as maximum rates are concerned? 

Mr. Mann. Yes, sir; and it is that very objection. That is the 
charge they now have of railroad rates. 

The Chairman. You do not think that Congress or anybody 
clothed with powers similar to the powers of the Interstate Com- 
merce Commission should have any control whatever of the maxi- 
mum rates to be charged by water carriers of either domestic or 
foreign commerce? 

The Chairman. Dq you think they should have a free hand to do . 

aa they please? I 

88534—16 ^11 . " 
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Mr. Mann. Let me say in that regard, if the chairman please, 
that there is no question that the legislature or the Congress of the 
United States, under the German Alliance Insurance case, decided 

I'ust a year or so ago by the Supreme Court of the United States, 
lave full power to regulate any business of any kind or character 
which the court finds to be of a sufficiently public nature to justify 
such regulation, irrespective of whether it be a monopoly or not; 
so that the only question that will arise in this economic age will be 
as to whether it is wise or not to regulate such a business. The 

Question of power is out of the question, because that is granted, 
'here is nothing to be considered but the question of the advisa- 
bility of doing it, and I am addressing myself now to the point of the 
inadvisability of restricting this shipping business, which is not 
a monopoly, but which necessarily almost must be a private concern 
operating over the unmonopolizable highway of the sea. 

Mr. Saunders. As I understand it. Judge Prouty said in respect 
to the bill you referred to that if the traffic is good both ways lower 
rates may be. charged, but that if the traffic is light a different rate 
would be necessary to prevent them from losing money. Now, in 
what way does that differ from the situation of the railroads? If 
a railroad's traffic is good, one rate would be justified, but if the 
railroad's traffic, under particular conditions, is light, so that they 
would be running on half time and operating at a loss, that would 
be taken in consideration in determining what was a fair and reason- 
able rate to the railroad? 

Mr. Mann. That same question was asked Judge Prouty; may I 
read his answer? 

Mr. Saunders. Yes ; I would like to have an answer to it. 

Mr. Mann. Now, having in mind that what Judge Prouty said is 
in answer to your question, I will read. He said : 

Now, when you inquire what is a reasonaljle rate on a railroad you have 
something to guide you. You have other railroa(Js; you know about the cost 
of other railroads ; you know about the cost of operation ; you know about the 
density of the traffic; you can institute a comparison between that railroad and 
similar railroads. But all those distinctions fail when you undertake to Inquire 
what is a reasonable rate on the water. 

Mr. Saunders. Does that appeal to you ? Do those distinctions 
seem to you to be sound? 

Mr. Mann. Yes, sir. 

The Chairman. Is that the basis on which they make rates or de- 
termine what is a reasonable rate on a railroad? 

Mr. Mann. Yes, sir; very largely, and I have been bringing those 
cases before the commission for 15 years. I have been bringing cases 
before the commission involving the reasonableness of rates. I have 
brought them both before the Interstate Commerce Commission and 
before the railroad commission of the State of California. We pro- 
duce the best evidence we can get as to the rates charged under simi- 
lar circumstances and conditions, either by the same or other rail- 
roads; or, rather, by the same or similar railroads. 

The Chairman. Take, for instance, the lines from Kansas City to 
San Francisco ; take the Santa Fe, the Rock Island, the Burlington, 
and the Union Pacific; do they have different rates from Kansas 
City to San Francisco upon the same commodities? 

Mr. Mann. They are practically the same rates. 
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The Chairman. But there is a difference in the cost of the con- 
struction of those roads? 

Mr. Mann. Competition governs there. 

The Chairman. Do they all have the same rates? 

Mr. Mann. They do on the same business. 

The Chairman. The net profit to the different roads, then, de^ 
pends upon the difference in the cost of construction, operation, an4 
maintenance, does it not? In other wor.ds, one road can perform the 
same service and have a greater profit than another road by reasoii 
of the difference in those lactors — that is, the difference in the cost of 
ccmstruction, maintenance, and operation? 

Mr. Mann. Yes, sir. 

The .Chairman. Then the rates are not determined on that basis, 
are they? 

- Mr. Mann. Not always. This distinction must be kept in mind 
with respect to rate regulation or any other kind of regulation, and 
that is the distinction between a reasonable rate, or a rate which the 
public utlility is entitled to receive, which includes a fair return upon 
its investment, that being a rate which the regulating body can fix 
as the maximum, and that other very large body of rates, which may 
perhaps be larger than the one I have just mentioned, and which are 
fixed by reason of business conditions, the rules of political economy 
and the law of supply and demand, and which may be condensed into 
the one word " competition." That is something which presents itself 
in this way to the public utility : " You can take this business or leave 
it, but if you take it you must take it upon a competitive basis, and 
if you want to handle it on your rails you must make a rate that will 
carry it by rail under competitive conditions." Under that com- 
petitive system the rate-making regulative body is not in the position 
of fixing the maximum rate, but of permitting the public utility te 
charge less than a reasonable rate. There are two methods of fixing 
rates. One is to order a maximum rate and one is to permit the 
charge of a less than reasonable rjate. 

Mr. Saunders. For the purpose of illustration, take the case cite4 
by Judge Prouty of traffic moving between Galveston and New Yorl^ 
and let us see if the difficulty suggested by Judge Prouty is a real 
one. Now, in the case of a line plying between New York and Gal- 
veston, so far as rail competition is concerned, the competition would 
be with railroad systems that are operating under fixed regulations. 
That is true, is it not? The railroad systems with which the ships 
would compete are operated under fixed regulations prescribed oj 
the Interstate Commerce Commission, are they not ? 

Mr. Mann. Not entirely so, so far as the rates are concerned. 

Mr. Saunders. Who else controls them? 

Mr. Mann. The law of supply and demand and the law of comper 
tition. 

Mr. Saunders. The freight rates are fixed by the Interstate Comr 
merce Commission; they have the right to fix them, and they are 
not modified by the law of supply and demand, are they? 

Mr. Mann, les, sir. 

Mr. Saunders. Can they change a rate fixed by the Interstate Comr 
merce Commission under the law of supply and demand ? 

Mr. Mann. By permission of the Interstate Commerce Commission 
they can. 
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Mr. Saunders. That goes back to what I said^they are operating 
tinder fixed regulations prescribed by the authority of the Interstate 
Commerce Commission. 

Mr. Mann. Either by order or permission. 

Mr. Saunders. Then what difference does that make ? 

Mr. Mann. Because one rate is a reasonable rate, the other a kss 
than reasonable rate 

Mr. Saunders (interposing). But under the law it is permissive 
or prescriptive by the Interstate Commerce Commission ? 

Mr. Mann. Yes, sir. 

Mr. Saunders. Now, having in mind that they are operating in 
competition with a regulated system of transportation, and having 
in mind what can be ascertained by the tribunal in respect to water 
traffic, and having in mind what can be readily ascertained as to the 
eost of handling the traffic, and having in mind what can be ascer- 
tained in respect to the cost of the ship, and having in mind the 
ehances of loss, tell me why a tribunal with the means for ascertain- 
ing all of those facts can not prescribe a maximum rate that would 
be fair to all concerned ? 

Mr. Mann. In the first place, the investment in one railroad is 
very much the same, generally speaking, as it is in another. It 
costs about as much to construct 1 mile of mountain railroad on one 
line as on another, and it costs about the same amount to construct 
a mile of railroad over a level country upon one line as on another 
line, and it costs just about as much to buy a box car for one road 
as it does to buy the came kind of box car for another road. The 
same thing is true with reference to locomotives, general expenses, 
and the wa/ares of train crews, and the operating conditions are sub- 
stantially the same on one road as on another. The initial invest- 
ment^ however, is very large on any large or controlling railroad 
system. We will say that $300,000,000 will represent the minimum or 
.the average investment in the construction of a line from Chicago 
to the Pacific coast. Now, the railroad is entitled to receive a re- 
turn upon its investment, and its investment, we will say^ is 
$300,000,000. • 
' Mr. Saunders. A reasonable pi*ofit to the people who put their 

money in 

'■[ Mr. Mann (interposing). They are entitled to a reasonable return 
lapon the investment. Now, a shipowner is entitled to a reasonable 
return, and the question is. What is the investment? Suppose I own 
a> ship and you own a ship. My ship may cost only half as much 
as yours, or yours may cost ten times as much as mine. Mine may be 
a ship of 1,000 tons burden, while yours may be a ship of 10,000 tons 
burden ; my ship may cost $100,000, while yours may cost $1,000,000. 
Therefore my initial investment is only one-tenth of yours. Then, 
when you make a voyage between two points — and it makes no dif- 
ference what two points they are or what you may do — ^you have got 
to have your whole ship along with you. That is another considera- 
tion. Now, if I am running a railroad, if I have only got a train 
of 20 loaded cars, although I could haul 40 loaded cars, I can leave 
20 empty cars at the depot and handle only my train of 20 cars. But 
if I am going to operate a ship, I can not leave half of my ship 
behind. 
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The CHAIR3IAN. You say there would be a difference in the cost of 
the operation of the railroad in carrying a lass number of cars ? 

Mr. Mann. Yes, sir. 

The Chairman. So there is an economy in leaving off 20 cars ? 

Mr. Mann. Yes, sir. 

The Chairman. The saving would not be much. 

Mr. Mann. Of course, that is a matter of figures, and it can be 
demonstrated. A railroad, of course, does not save one-half of the 
expense by operating 20 cars instead of 40, but they do save a great 
deal by not having to move 20 empty cars. Furthermore, the empty 
cars not moved in that train may be used to load in another train. 

Mr. Saunders. Having in mind all those considerations and fac^ 
tors which you have mentioned, which are entirely proper, the men 
who have their money invested in shipping can tell whether they are 
making money or not. 

The Chairman. It takes the same engine and the same crew, a 
little more pull and steam, but that is not very great? 

Mr. Mann. My difficulty is to understand how if we are sitting 
down together and trying to fix a fair rate on 100 pounds, we will 
say, of angle irons, structural iron and steel, that are going to move 
from New York to Galveston, we are going to fix the rate on the 
10,000-ton steamer and the rate on the 1,000-ton steamer, and yet fix 
tiiem at the same rate per 100 pounds, because certainly we can not 
contemplate making one rate for one vessel and another rate for 
another vessel, and yet give to each one of the steamers a fair return. 

Mr. Saunders. Why can not that be met in this way, by classifica- 
tion, steamers of a certain type and size, say, charge a maximum rate, 
and steamers of another classification and size, another maximum 
rate? There is no inequality in that. 

Mr. Mann. I think you will find that the dock charges and general 
expenses of operation will vary very materially in the two kinds of 
ships, and still you might say that that will be taken into considera*- 
tion. 

Mr. Saunders. Would not that be an element to be taken into con- 
sideration ? 

The Chairman. The regular lines on the Atlantic and Pacific 
coasts have thrir rates now. They all filed their rates with this coin- 
mittee in its investigation of the so-called Shipping Trust. You 
are assuming a difficulty which they are solving for themselves. 

Mr. Mann. Each line has established a system of rates. They were 
effective February 1, 1915. Prior to that time they had a very dif- 
ferent system of rates indeed. Let us take, for example, the rates f ot- 
iron and steel. 

(Thereupon an. informal recess was taken.) 

Mr. Greene. I wanted to ask Mr. Mann a question along the linefe 
we were talking about when we took a recess. I would like to ask if 
there is not one factor which disturbs this question of regulating 
rates in the foreign trade, and that is the factor of the tramp ship. 
We have had testimony before the committee that two-thirds of the 
vessels in the foreign trade are tramp ships. Now, if 66 per cent of 
the vessels in the foreign trade are tramp ships which are not reg- 
ulated and which it is not proposed to regulate by this bill, and 
which can not be regulated because they are individual ships, why, 
is not that one strong factor why we should not have regulation ot 
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rates in the foreign trade? And then, furthermore, of course, we 
iire subject to foreign competition with foreign vessels which are 
subsidized and all other conditions that arise in the foreign trade 
which we can not control or which we might control only to a slight 
extent, but which in general we can not control, are not those im- 
portant factors in the situation? 

Mr. Mann. I think, Mr. Greene, you are entirely right in calling 
attention to the not only impracticability but the absolute impossi- 
bility of controlling foreign freighters. Two-thirds of the foreign 
trade probably does move in what may be called tramp vessels, but 
what 'do you mean by tramp vessels ? What do we mean by tramp 
vessels? We mean vessels, if you please, that are privately owned, 
but all vessels are privately owned in a sense. We mean vessels that 
belong, we will say, to no' regular line of steamers. Then, we will 
take a regular line of steamers and ships operating way back prior 
to 1870, the American-Hawaiian Steamship Co., a very fine line in- 
deed, and they used to operate clipper ships around the Horn, and 
they brought the commerce from New York and the Atlantic coast 
to the Pacific coast, and it was the great competition of those steam- 
ers, as well as other independent, if you please, tramp ships which 
the railroads were compelled to meet in 1869 when the golden spike 
was driven which united the Central Pacific Bailroad and the Union 
Pacific Railroad at Promontory, Utah. It was for that reason the 
railroads had to consider whether or not they would keep the traffic 
to the rails or let it go to the sea. 

The American-Hawaiian Steamship Co., commencing with clipper 
ships, finally come to steamer lines. Finally the Tehuantepec Kail- 
road was built across the southern part of Mexico from SaUna Cruz 
to Puerto, Mexico ; and prior to the opening of the Panama Canal 
m very excellent service, indeed, was given between the coasts by this 
line, with an unloading on one side and a loading on the other side on 
both east and west boimd freight with a movement across the Isthmus 
of Tehuantepec. Then the Panama Canal was opened and the Ameri- 
can-Hawaiian Steamship Co., with its 26 ships, proceeded to operate 
through the Panama Canal, in the same class of trade, you might say, 
between the Atlantic and Pacific coasts and also to the Hawaiian 
Islands in the sugar trade. There was a regular line of steamers. It 
was a historic line. It operated in coastwise business and it operated 
very hopefully for the future under a provision of the statutes whidi 
confines coastwise traffic of the United States to American-built 
vessels. It was as re^lar a line as could be imagined, and what has 
happened to it? It is to all intents aiid purposes a tramp line. It 
is not a line at all. The various high charter offerings which are 
made for the transportation of freights over the oceans, particularly 
between the Atlantic coast and Europe, have attracted practically 
all of these steamers into that trade, and those steamers, I am told, 
in many cases are being chartered at the rate of $100,000 net per 
month. What do you mean by a tramp line? 

You can not confine a ship to any particular operation, but you 
can confine and you must confine and you must consider as confined 
a railroad company in operating a railroad. They can not run their 
cars except over the rails, and they are held and firmly held to the 
rails, and that is another instance of the monopoly of railroads and 
the impossibility of a continuous monopoly on the sea. 
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Now we have all heard about the Baltic pool. We all know the 
problems that have been before Congress here. Some of us are 
familiar with Franklin K. Lane's decision in the Baltic Pool case, 
which resulted in requiring the railroads to publish the inland pro- 
portion of the haul destined from a point in the United States to a 
foreign coimtry. We are all familiar with those conditions and we 
find that as a matter of fact we are limited when it comes to an 
attempt to control the commerce of the world. 

I remember that Mr. William J. Bryan — I have always been a 
Democrat and I have found myself supporting William J. Bryan 
up to very recently — said when he advocated the principle of 16 
to 1 without the consent of anv foreign nation, that if the United 
States adopted this principle or 16 to 1 all the nations of the world 
would have to do the same thing. Now, that was a prediction, ^e 
never adopted 16 to 1, and therefore we do not know whether it is 
true or not. Some of us believe that it probably was not true. , 

If you attempt to regulate the commerce of the world, and that is 
what it seems to me you are trying to do under this bill as far as the 
United States is concerned, by fixing rates of freights and fares, in 
both import and export business, for that is the language of your 
bill, gentlemen, it seems to me you are saying to the shipowners of 
the world that if you are going to deal with the United States, either 
by taking our freight to a foreign country or by bringing freight 
from a foreign country to our shores, you must comply with all of 
our rules and regulations as to how much income you are going to 
get per ton. You are then going to meet one of two situations, and 
perhaps both. 

One situation will be that inasmuch as all steamers and vessels 
may sail the waters of the globe wherever they please and may en- 
gage in commerce wherever they find it to their advantage so to do ; 
that ships and vessels of foreign ownership will abandon your ports : 
or secondly they will land their goods, let us say, in Canada and 
bring them across to the United States when they are coming from 
a foreign country, or vice versa, ship from the Canadian port to the 
foreign country, and you are then practically erecting a Chine^ 
wall around all of the great seaports of the United States against ajl 
foreign trade. Now, with respect to your interstate commerce or 
your coastwise business, if you are going to have the principles of 
political economy and freedom of government operate with respect 
to this very valuable part of our transportation and commercial 
system ; if you are going to have freedom in this line, you are going 
to leave your domestic vessels untrammeled by restrictions with 
respect to what they are going to charge, because when you say to a 
shipping man, a man is about to invest his money in ships : " Yqu 
can not engage in business except under very severe penalties, an<i 
imless you agree that you will always charge the same amount to oue 
man that you do to another, and that you will not charge any more 
than your published rates," because in this bill we are discussing here 
you have brought into the bill practically sections 2, 3, and 4 of 
the interstate commerce act which prevents the obtaining of a differ- 
ent rate through any device, method, or plan whatsoever; if you 
are going to say to men who have money to invest in ships and to 
engage in traffic on the seas, " You must come under this principle, 
and you can not engage in business except by permission of the ship- 
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ping commission, and every movement you make must be under their 
control just as it is on a railroad," what is the man with money to 
invest going to say about going into the business? He is going to 
say, " I do not care to go into that business. I will abandon it to the 
big lines," and instead of bringing about freedom of competition, 
you will bring about monopolization, which is the thing that you 
nad intended not to do. 

If you are going to control the rates of the shipping between 
coasts ; if you are going to say to the big companies like the American- 
Hawaiian Steamship Co., the Luckenbach Steamship Co., W. R. 
Grace & Co., the people who have been operating through the canal, 
*• you must file your tariffs and you can not change them except on 
10 days' notice, and you can not make any different arrangement be- 
tween one man and another," and this is going to apply to all vessels, 
for there is no distinction that I can find in the act, Mr. G^reene, be- 
tween a regular line and a tramp line or between a privately-owned 
steamer and any other, because it says that any person, firm, corpora- 
tion, or other person is subject to the provisions of this act who is 
engaged in said commerce, interstate or foreign, under those circum- 
stances a man who is contemplating an investment in a ship is going 
to say, "I do riot want to go into the business. I can not compete 
with the big and powerful lines like the American-Hawaiian Steam- 
ship Co., the Luckenbach Steamship Co., now building six ships, 
whicH will be delivered in 1917, of over 10,000 tons, burden, and 
W. R. Grace & Co., which has recently acquired the Pacific Mail 
Steaship Co. I am not going to enter into any kind of opposition 
to them." Why? " Because I can not expect to compete with those 
men unless I can compete on the question of rates; unless I can go 
into the market and underbid," and that is competition. What is 
^.Tong about competition, provided you are not exercising a 
monopoly ? 

Mr. Hardy. Suppose you reached the conclusion which I think was 
unanimously reached in this committee after two years of investiga- . 
tion of shipping combines, that so far as competition was concerned, 
the day of competition on the ocean was gone; that combination had 
taken its place, and that all laws against combination were futile in 
that respect, and that the time has come now to recognize combina- 
tion and regulate it. Now, you will admit, will you not, that unre- 
strained combination or monopoly is unendurable to the public? 
Now, if you have no restraints of law, but leave the big fish and the 
little fish all in the sea together to work our their final destination 
by themselves, it appeared to us and it was the unanimous conclusion 
or those who sat and listened to the testimony, that the big fish would 
tat up the little ones, and ultimately result either in a monopoly or 
else in such a combination as would be the same thing as a monopoly. 
We concluded that under those conditions, finding it impossible to 
prevent combination or monopoly, it was necessary to recognize it, 
and the representatives of the big shipping interests came before us, 
and I think nearly every one of them said, " We believe you can not 
prevent combination. We think you see that from the testimony, 
and we believe that if combination exists some regulation must be 
had." 

Consequently, as the result of the conclusions of that committee: 
Judge Alexander introduced bill No. 460, which is a counterpart and 
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practically the same as the bill we are having the hearing on now. 
As I understood it then, the shipping men said that you needed regu- 
lation and that combination should be recognized. Now, when we 
attempt to do that, they come in with a different story, and to-day I 
understand you to say you want no regulation whatever. 

Mr. Mann. No regulation of freight rates. We must have regula- 
tion just as we have regulation in insurance companies. 

Mr. Hardy. Then, when competition ceases to be competition, 
which is the point you are dwelling on now, and becomes combina- 
tion, you want no power under the sun to say, " Thus far you shall go 
and no further. You can take my coat, my hat, my top shirt, and 
we do not even want to stop at the bottom shirt or the undershirt t 
we want this combination to have the power to take everything off.'^ 
Do you want absolutely no power at all vested in the Government ? 

Mr. Mann. Mr. Hardy, with your permission I will deny the fact 
that the coastwise shipping is the subject of monopoly or combina- 
tion, and in that respect I should fear the Greeks even when bearing 
ffifts. When a combination comes before the committee and says, 
^ Yes J we would like to be regulated or we will justify regulation, or 
we think, perhaps, you will have to regulate us 

Mr. Hardt (interposing). You, then, place no confidence in a con- 
fession against interest? 

Mr. Mann. Not under those circumstances. 

The Chairman. Let us take a case right on your own coast. How 
many lines are there from Seattle to San Francisco? 

Mr. Mann. Three or four regular lines, I should saj^, are there not? 

Mr. Wettrick. At least that many. 

The Chairman. How many are in competition? 

Mr. Mann. You will, of course, find them under a condition of 
wise competition, not cut-throat competition, not monopolistic com- 
petition, but you will find a fairly well settled run of rates. 

The Chairman. Their rates are identical, are they not? 

Mr. Mann. No; I can not say that. They are not identical in 
passenger business ; I know that is true. 

The Chairman. Are they the same in the freight business? 

Mr. Mann. And I am not prepared to say they are the same in 
freight business, because they are not regulated, and they may change 
those rates from time to time even if they publish the same rates, the 
publication not being under statute. 

The Chairman. Are those lines railroad owned or controlled? 

Mr. Mann. No, sir; the Pacific Coast Steamship Co. is not rail- 
road owned or controlled, nor the San Francisco & Portland Steam- 
ship Co., nor the Alaska Pacific Steamship Co., which is a Guggen- 
heim company. I do not know of anv line owned and controlled 
by the railroads, except the TTriion Pacinc has one line, has it not ? 

Mr. Wettrick. Yes, sir ; from Portland to San Francisco ; but the 
Interstate Commerce Commission, you will remember, permitted 
them to continue that line. 

Mr. Mann. Yes; they have been permitted to continue that line. 

The Chairman. How many lines are there from Seattle to Los 
Angeles? 

Mr. Mann. Well, those same lines, or many of them, run down as 
far as Los Angeles, stopping at the intermediate ports and taking on 
goods for carriage at those ports. 
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The Chairman. Does the line from Seattle touch at San Francisco 
on its way to Los Angeles? 

Mr. Mann. Yes; the Pacific Coast Steamship Co. operates between 
San Francisco and Los Angeles as well as between San Francisco 
and Portland and Portland and Seattle, and the same is substan- 
tially true of the San Francisco & Portland Steamship Co. 

Mr. Hardy. You will admit we have no competition now of rail- 
roads? 

Mr. Mann. Yes, sir; we have -competition — what is known as com- 
petition of service. 

Mr. Hardy. Exactly ; five years ago cur commission for the State 
said that all competition in railroad traffic was gone, except one road 
would have a little better service or better accommodation or a better 
looking porter or something of that sort so far as passengers were 
concerned; and in railroad freight, one road would be a little bit 
quicker or a little bit more accommodating through its agents, but 
they said it was competition in trying to give a better degree of 
service. 

Mr. Mann. I have answered too hastily in saying there is no com- 
petition among railroads. It is true that the railroads are obliged 
to make substantially the same rates for the movement of freight oe- 
tween the same points, but they do that very frequently, and espe- 
cially in the case of a long line on the ground of tne competition of 
the shorter line, and the Interstate Commerce Commission has held 
that the competition of a shorter line between two points is an excep- 
tional case justifying the longer line in meeting the rate of the 
shorter line, and in those cases charging a higher rate to the inter- 
mediate points, so that there is competition existing in rates. 

Mr. Hardt. And therefore the long line has no competition where 
it does not meet a shorter line, and really uses its intermediate points 
as a means to club the short line to death, and the longer the line is 
the stronger it is in its competition. 

Mr. Mann. No; I should put it the other way, Mr. Hardy, and 
there are not very many permanent deaths among railroads, either. 

Mr. Hardy. I do not know whether you call them deaths, but they 
go through a period of translation and they squeeze the little fellows 
out and there is a receiver appointed and bonds are foreclosed, and 
the stockholders who have had the property go glimmering, and there 
has been a period of rich rioting for the strong manipulators, but 
also a period in which the people finally concluded that a combina- 
tion 01 railroads was inevitable and that they had to regulate the 
rates. Now, if the same condition exists on sea, what other remedy 
is there ? There is only one other remedy, I will tell you now, either 
you have got to regulate these rates or the Government ultimately 
has got to come in and become the sole operator of such companies. 
A monopoly is an unendurable thing to iree people. You give any 
class of people an uncontrolled monopoly on a necessity of life, and 
it is the power of taxation. 

Mr. Mann. Yes ; an uncontrolled monopoly. 

Mr. Hardy. An unlimited power and only subject to their modera- 
tion. Like Lord Clive said when he was in India, when he saw his 
opportunities he was astonished at his own moderation. I do not 
blame these people for charging all they can get. The carriers in 
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this country, rail or otherwise, were never to blame for taking the 
last dollar they could. It is the fault of the people who permitted it. 

Mr. Mann. And yet, Mr. Hardy, it seems to me a strange thing if 
any of these larger coastwise companies have come to this committee 
and admitted that there was a combination which fixes rates when 

we will- 

. Mr. Hardy (interposing). They do not admit it; they swear it. 

Mr, Mann (continuing). When we will find those same companies 
next Monday represented by attorneys before the Interstate Com- 
merce Commission claiming that the railroads are driving them out 
of business. If any of you gentlemen come up before the Interstate 
Commerce Commission next Monday, you will find that position 
being maintained by those people — that the railroads have gone so 
Ipw that they are driving the ships out of business. 

Mr. Hardy. Ig it astonishing to you to find various and sundry 
conflicting contentions of representatives of some interests under dif- 
ferent circumstances? 

. Mr* Mann. JSTo, sir; I see it almost invariably, and that is the 
reason I doubt any contention coming from the Greeks. 

Mr. Greene. I would like to ask you a question. In view of the 
fact that the question has been brought up here, that we have made 
an investigation of these various lines and found that there were 
conferences, agreements, and all that kind of thing, and while no 
objection was made to the report that was made, because it con- 
tained simply a statement of the facts, this bill No. 450 and bill No. 
14337 are bills drawn, as we are informed, as the result of that in- 
vestigation, and being a result of that investigation, this bill that we 
are now considering — No. 14337 — proceeds to put on what I call strin- 
gent regulations in regard to shippers, and while we say we are hav- 
ing a bill prepared now to build up the American merchant marine, 
at the same time it is my contention that this regulation provided for 
in this bill ties the hands of the American shipper, and if in any way 
it has any releasing features, it is because it can not tie the hands 
of the foreigner in the same manner that it ties the hands of the 
American shipper. 

Mr. Mann. With that I entirely agree. 

Mr. Greene. It is my contention that these regulations are unjust 
and improper; that they ought not to be adopted; and they ought not 
to be put in this bill if this bill is intended to build up the American 
merchant marine. 

Mr. Mann. Replying to your question; out there on the Pacific 
coast we have very powerful lines of steamers operating between the 
Orient and the Pacific coast. They are Japanese lines, and my un- 
derstanding is that they operate under subsidies which guarantee 
them against any possible loss, even if they have to run empty. The 
effect of the seamen's bill was to favor those lines, because they are 
oflScered by Japanese officers, and, of course, Japanese crews will 
work for very low wages. Now, if you attempt, or if Congress at- 
tempts, to fix the rates of freight upon Japanese lines, I would like 
to know how we are going to prevent the Japanese companies from 
giving rebates to the shippers from Japan to America or rebates to 
the consignees in Japan. I can not see any possible way. I do not 
see how you can prevent those rebates from any freight rate that 
you may see fit to fix, or how you are ever going to be able to prove 
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it, and if it applies to the Japanese lines, why should it ndt appljr 
to the German lines, English lines, French lines, or any other line* 
of steamers j 

Mr. Hardy (interposing). Did you ever talk to Mr. Humphrey, 
your Representative from the Pacific coast, upon the question oi 
preventing rebates and unfair combinations and practices by foreign 
shipping lines coming into our ports ? He introduced a bill along 
that line, and talked for it here as long as he was on this committee. 
I confess that he was not as anxious about the regulation of domestic 
lines, but he wanted to regulate the foreign lines. We made ftn in- 
vestigation of that, and undertook to determine what our powers 
were. Among other things, he had a provision that upon a shipping 
comjpany being found guilty of being engaged in such conduct as 1 
have described, it should be denied the right of entry into aiy of our 
ports. 

The Chairman. Yes; and we pasjsed a bill of that kind throu^ 
the House by unanimous consent. 

Mr. Mann. Of course it may be necessary for us, as I say, in this 
experimental age, to endeavor to control that situation so far as 
foreign ships are concerned, but I do not think it will take long to 
convince Congress that it is impracticable and impossible- 

Mr. Hardy (interposing). My impression was when the shoe was 
on one foot, which was the foreign foot, the domestic ship owners 
were rather inclined to rejoice in it, but now that it is on both feet 
and includes both the domestic and the foreign ships you are kicking 
like bay steers over it. Now, you do not doubt the power of this 
Government to prevent rebates being given by ships at any of our 
ports, do you? 

Mr. Mann. I do not doubt the power of this Government to pre- 
vent clearances or to take away licenses or to do any of those things, 
but I do doubt the power of the Govemmient to compel those '^or^gn 
ships to come into our ports. 

Mr. Hardy. There is no question about that, and nobody will ttf 
to compel foreign ships to come in. 

The Chairman. Would you object to this provision going iiitb 
this bill : 

That whenever, after full hearing upon a sworn complaint, the board shaU be 
of opinion that any rates or charges demanded, charged, or collected by ariy 
common carrier by water in foreign commerce are unjustly discriminatory 
between shippers or ports, or unjustly prejudicial to exporters of the United 
States as compared with their foreign competitors, the board is hereby empow- 
ered to alter the rates or charges demanded to the extent necessary to correct 
such unjust discrimination or prejudice and to make an order that suc& 
carriers shall cease and desist from such unjust discrimination or. prejudice. 
The board is hereby also empowered, upon sworn complaint after full hearlngr 
to determine, prescribe, and order enforced just and reasonable regulations an^ , 
practices relating to or connected with the receiving, handling^- storing, and 
delivering of property by any such carrier ? 

Mr. Mann. Yes, sir; I object to any regulation of that kind or 
character affecting freight rates upon any vessels. 

The Chairman. That provision was approved by the Chambear af 
Commerce of New York through Mr. Kirlin, their attorney; Mr. 
Franklin, of the International Mercantile Marine; and Mr. Bush, 
superintendent of terminals of New York, and other gentlemen who 
were here gave it their approval. 
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Mr. Mann. It comes forward worthily and well qualified, but still 
3t object to it and could not possibly consent to it. My objection to it 
is hiBLsed upon a principle, and that is that any regulation of that kind 
or character should be confined to monopoly, and I deny that the 
B^a is a monopoly or that it can be monopolized. 

The Chairman. If you will read the report of our investigation, 
you will have your mind disabused on that subject. 

Mr. Mann. Let me develop for a moment the conditions govem- 
ifi^ the,opetation of ships at sea. It is neeJessary, in order that you 
shaU have independence and freedom of competition on the ocean 
that the shipowner, or the tramp steamer, if you like, or any com- 
peting steamer, if you like, shall be able to come into port and say 
to the men who are offering goods for shipment j " I will take these 
goods in order to fill my ship at the following rate, if you will give 
the shipment to me " — which rate may be less than the amount he 
has charged to another shipper on the same commodity moving in 
the same vessel. The reasons for that are legion. For instance, sup- 
pose a ship about to leave port has had a thousand tons of space en- 
gaged for a month, and then it is suddenly given up. We will sup- 
pose that the man who engaged the space goes into insolvency or 
something of that kind, and there is a thousand tons of space upon 
that vessel unfilled. Now, the vessel must sail to-morrow; she is 
obliged to sail to-morrow or submit herself to damages for delay on 
the complaint of other shippers. There is this thousand tons of 
spaee, and what is the owner of that ship or the captain of the ship 
going to dot He will endeavor to fill that space, if he can, and iii 
order to fill that space within the short time he has in which to fill 
it, he will offer inducements that will bring the freight. He will 
offer inducements that will induce somebody who did not intend 
to ship to ship his goods. Now, in order to do that he must offer a 
rate that is attractive, and it may be lower than somebody else has 
on the same commodities in the same ship. 

Mr. Hardy. If I understand you, you are in favor of giving the 
shipowner the right, without giving any reason for itf to discrimi- 
nate between his customers and patrons whenever he sees proper? 

Mr, Mann. Yes, sir; and that was the rule at common law. 

Mr. Hardy. So you think that a ship sailing from San Francisco 
^ould have the right to charge you, for instance, 100 per cent more 
than it charges your competitor, as a steady-going and regular propo- 
sition, because they simplv desire to favor your competitor and toi 
crush you out of business? " . 

Mr. Mann. Well, theoretically, yes, sir; but practically, no; be^ 
cause that is never done. 

Mr. Hardy. I am not talking about whether it has ever been done. 
Would you give them the power to crush one man by charging him 
two prices over what they charge his competitor? 

Mr. Mann. That is what I said, but I said that that condition has 
never occurred, that it never can occur, and never will occur, for the 
reason that the sea is open, and the moment that thing happens 
somebody is going to put a ship on and stop it. 

Mr. Hardy. Do you think that somebody could put a ship on now 
to beat a combination of this sort, when the evidence before us was 
that they could drive out any kind of competition 
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. Mr. Mann (interposing). Your are speaking of a gigantic pool. 

Mr. Hardy. I am speaking of the pool operating between New 
York and Galveston. 

Mr. Mann. Not now. 

Mr. Hardy. Yes. Of course, everything is torn to pieces, and a 
ship can get all the transportation it wants at from four to six prices. 
I am talking about the conditions that will confront us if this com- 
bination should be permitted to go on unrestrained, and I just wanted 
to see whether you were willing that a shipping combination shall be 
permitted to operate unrestrained and charge you steadily and con- 
tinuously twice as much as they charge your competitor. 

Mr. Mann. Of course, if we admit your premises, your conclusion 
is unassailable, but your question is based upon the premise that there 
is a combination existing on the sea, both between coast ports, or in 
coastwise traffic, as well as in foreign traffic, absolutely contrary and 
opposed to justice, and that there is nothing to fight it or overcome 
it except some such act as the one proposed here. If that premise 
were true, and I were convinced of it, I would agree with you. 

Mr. Hardy. You are not convinced that there is a combination? 

Mr. Mann. I am not convinced that there is any combination in 
coastwise traffic. 

Mr. Hardy. Did you ever read the evidence that was taken before 
this committee, consisting of four volumes? 

Mr. Mann. No, sir. 

Mr. Hardy. I wish you would read that and then tell me whether 
you believe there was any combination prior to this war. 

Mr. Mann. I know this, that large steamship companies that are 
operating through the canal in coastwise conunerce were favorable 
to allowing the Pacific Mail steamers which were owned by the 
Southern Pacific Co. to continue in operation through the canal, and 
I think I can divine the reason why they wanted the railroad-owned 
vessels to continue to operate through the canal. I think the reason 
was that they felt that if they had three hundred or four hundred 
million dollars behind a steamship company that was operating 
through the canal, that that company would ultimately help to hold 
up the rates through the canal, and that they would not be lowered 
by any general competition. 

Mr. Hardy. In other words, they did not believe that the railroads 
and steamships would compete with each other if they were owned 
by the same parties ? . 

Mr. Mann. I know myself that the American-Hawaiian Steamship 
Co., when the canal was opened, lowered its rates on steel to 30 
cents per 100 or $6 per ton, and. even went as low as $5 per ton 
or 25 cents per 100 pounds, and then the railroads, upon application 
to the Interstate Commerce Commission, were authorized to put in 
low rates on iron and steel and many other products, because of the 
heavy movement through the canal, and that the commission has now 
reopened those cases to see if relief can not be allowed from those 
rates. I know that there were at least six different lines of steamers 
operating through the canal prior to the war, but now all of them 
have been taken away because of those high charters. I have heard 
from one leading shipowner who says that as soon as this war is 
over and the canal is open — as it is now — the competition through 
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the canal will be keener and stronger than was ever experienced in 
coastwise trade before. 

Mr. Hardy. Is it your opinion that railroads can possibly actu- 
ally compete with steamship lines through the canal ? 

Mr. Mann. Do you mean if they do not own the steamers ? 

Mr. Hardy. Can they actually compete with a steamship line 
through the canal, in other words, can you carry freight as cheaply 
from New York to San Francisco by rail as you can carry freight 
by water? 

Mr. Mann. That is generally conceived to be true; and I believe it 
to be true. 

Mr. Hardy. Of course, so far as I am concerned, I say to you that 
that is a condition which I think ought to be regarded. 1 do not 
think the railroads ought to be allowed to rob interior points in 
order to make fictitious competition at seaboard ports, or a competi- 
tion which can not possibly be real 

Mr. Mann (interposing). Of course, that involves the long-and- 
short-haul clause. 

Now, the Panama Canal act, perhaps, unnecessarily, but, at any 
event, specifically makes the Sherman Act applicable to vessels oper- 
ating through the Panama Canal, therefore, there is no question 
that, so far as any combinations of the kind or character that have 
been referred to are concerned, the Department of Justice may im- 
mediately take control and stop them, because all of those vessels 
operating in the coastwise traffic are thoroughly and completely 
under the control of the United States authorities. Now, so far as 
the railroads are concerned, you asked if they do not have the same 
rates from Chicago to Portland, Seattle, and Los Angeles? Yes; 
they do. Then, you asked, "Don't they meet together and agree 
on those rates?" Yes; they do, and that is illegal. That is unlawful, 
and it has been held to be so in the trans-Missouri case and in a 
number of other cases. President Taft, when the railroads proposed 
to agree to advance the rates from Chicago to intermediate points, 
had a bill drawn up by the Department of Justice under the Sherman 
Antitrust Act; it was filed in court and served upon the railroad 
carriers, and it said to them : " We are going forward now with this 
proposition under the Sherman Antitrust Act and — unless you vol- 
untarily continue and extend the eflPective date of your, filed tariffs — 
uiitil there can be a hearing before the Interstate Commerce Com- 
mission and a determination made thereon as to whether you can 
justifiably advance these charges or not, we will proceed." 

The railroads yielded ; they did not want to try that question, be- 
cause there was no question; there was no question, because it had 
been decided. An agreement with respect to rates may be tacitly per- 
mitted to continue because of the necessities of the case 

Mr. Hardy (interposing). You admit that such agreements should 
be the subject matter of regulation. I have some doubt about the 
effectiveness of it, but we should hang onto whatever advantage we 
have. There have been instances in which railroads charged three 
or four times as much under supposed regulation than they did where 
they had real water competition. Therefore I do not think that that 
regulation amounts to very much, but it is the best we can do, and if 
there is anything in it, let us get it by all means. 
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Mr. Mann. I suppose it is hardly necessary to enter into a defense 
of the grent work of the Inters^te Commerce Commission. Of 
course, the Supreme Court has held that the main object of our inter- 
state commerce act is to bring about equality and to do away with 
discrimination, and undoubtealy that is.the principal purpose. Un- 
doubtedly 90 per cent of the discrimination that formerly existed or 
that was formerly practiced by the railroads in favor of persons and 
places, particularly in the granting of rebates and passes, has been 
wiped out ; and that is the reason why the railroads are able to earn 
revenues sufficiently large to pay good dividends to their stockholders, j 

notwithstanding the fact that their rates have been reduced bv many 
millions of dollars throughout the whole United States. They are 
able to pay dividends, notwithstanding the lowering of their rates, 
because they are not permitted to give any more rebates or passes. 
The result is that they are able to do business and make money at a 
less rate. Now, as to the proposition that the railroads of the United 
States, generally speaking, charge rates that are very materially 
higher than reasonable rates, I want to say that, as a general propo- 
sition, it is my opinion that that is not the fact. There are, of course, 
many cases where, on special commodities, we say that the railroad 
rates are unreasonably high, and we are fighting them on it all the 
time 

Mr. Hardy (interposing). If a railroad charges just three times 
as much for hauling a commodity half the distance as they charge for 
hauling — not the same character of commodity, but the same com- 
modity — for twice the distance, would you think that an unreason- 
able charge or practice? . 

Mr. Mann. I should not be surprised to find a larger charge for ' 

the shorter than for the longer distance, although it does seem to me 
that the relationship of three to one is unduly mgh. 

Mr. Hardy. But that does actually apply to the biggest commodity 
in my State. 

Mr. Mann. You should appeal to the Interstate Commerce Com- 
mission. 

Mr. Hardy. We have appealed to the State railroad commission, 
«tnd they did not relieve us. 

Mr. Mann. Louisiana got some relief in the Shreveport case. 

The Chairman. I have before me tariffs Nos. 23, 24, and 26 of the 
Eastern Steamship Corporation, giving their interdivision and joint , 

passenger tariffs of one-way and round-trip fares from New York 
City to destinations in Maine, Massachusetts, New Hampshire, and 
Vermont, in the United States, and New Brunswick, Newfoundland, 
Nova Scotia, Ontario, and Quebec, in Canada, and also from Boston, '\ 

Mass., and Portland, Me., to destinations in Delaware, District of 
Columbia, Florida, Georgia, Illinois, Kentucky, Louisiana, Mary- 
land, Missouri, New Jersey, New York, North Carolina, Ohio, Penn- 
sylvania, South Carolina, and Virginia, which, of course, have been 
approved by the Interstate Commerce Commission. Now, you say 
that it is impracticable to regulate rates in the coastwise trade, and 
yet the Interstate Commerce Commission is doing it. 
^ Mr. Mann. Yes, sir ; in this way 

The Chairman. Just the other day some steamship companies pro- 
posed to increase their rates 15 per cent, and the Interstate Commerce 
Commission would not permit it. Now, do you not suppose that any 



REGULATORY FEATURES OF SHIPPING BILL. 177 

commission or board organized under the terms of this bill, or the 
board that we are proposing to create here, could exercise the same 
good sense and discretion with reference to that subject that the 
Interstate Commerce Commission is exercising now in regard to that 
traffic which is in part rail and in part water where they are joint 
routes and services^ 

Mr. Mann. The answer there, as I see it, is this, that the rail car- 
riers do not make through routes and joint rates with water carriers 
unless those water carriers are what are called regular lines. I never 
heard of a through route and joint rate being established with any 
but a regular line. That is the reason, as I understand it, why the 
interstate-commerce act gives the commission jurisdiction over rates 
on traffic moving partly by rail and partlv by water, under common 
ownership or control "^ 

The Chairman (interposing). They can charge a less rate if they 
want to. We are not interfering with their activities in that direc- 
tion at all, nor are we doing anything to prevent them from making a 
lower rate. In any event, we will not undertake to do more than to 
supervise it so as to prevent discriminations and prescribe the maxi* 
mum rate. That is what the Interstate Commerce Commission is 
doing to-day with respect to water lines that have joint traffic ar- 
rangements with railroad companies. 

Mr. Mann. My understanding pf the act was that it would apply 
to any owner of any ship. This bill provides- 

That every common carrier by water in interstate commerce sliall establish, 
observe, and enforce in interstate commerce just and reasonable rates, fares, 
and charges and just and reasonable regulations and practices affecting classifi- 
cation, rates, or tariffs, etc. 

The same provision is made with respect to foreign commerce. 

The Chairman. Not the same. 

Mr. Mann. It is similar. The bill provides — 

That whenever, after full hearing upon a complaint, or under an order for 
Investigation made by the board on its own initiative, the board shall be of 
opinion that any rates or charges demanded, charged, or collected by any com- 
mon carrier by water in foreign commerce are unreasonably high, or unjustly 
discriminatory between shippers or i)orts, or unjustly prejudicial to exporters 
of the United States as compared with their foreign competitors, or represent 
an unjust relation between classes of commodities, the board is hereby em- 
powered to determine and prescribe what shall be the just and reasonable rates 
and charges to be thereafter observed as the maximum to be charged, and to 
make an order that such carrier shall cease and desist from publishing, de- 
manding, or collecting any rate or charge In excess of the prescribed maximum. 

Now, this act follows the plan of the interstate commerce act in 
requiring interstate vessels and foreign vessels to file their rates and 
charges with the commission and not to deviate from those rates and 
charges except upon the authority of the commission, or upon filing 
new rates upon 10 days' notice 

The Chairman (interposing). There is not a word in there to the 
effect that they can not reduce their rates — ^not a word. 

Mr. Hadi*ey. I call attention to the language in line 18, page 11, 

Mr. Mann. It provides that no increase shall be made. The pro- 
vision on page 11, from line 15 to line 18, reads as follows: 

No Increase shall be made by such carrier In the rates, fares, and charges, or 
Joint rates, fares, und charges which have been filed In compliance with the 
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requirements of this section, except after 10 days' notice to the board, which 
notice shall plainly state the increase proposed to be made. 

"'Now, suppose a tramp carrier has filed its rates, as the law re- 
quires, and then it lowers its rates. It must, of course, file its rates 
in order to lower them, and then, in order to get the rates up again 
to the maximum which they are allowed to charge, the carrier must 
give 10 days' notice to the board. In other words, any change by 
way of lowering a rate must be made by filing the rate, which is the 
same rule, if the chairman please, that applies to railroad companies 
at the present day. I suppose there are thousands of tariflfs filed 
every day with the Interstate Commerce Commission lowering the 
rates of railroads. The railroads file the tariffs and they go forward 
and become the rate unless some objection is made. If a shipper 
makes objection, the commission has the power to suspend that rate, 
whether it has been lowered or raised, imtil the commission can in- 
vestigate the justice of the reason for lowering or raising the rate. 
Of course the lowering of a rate may produce a discrimination that 
is unjust to other communities. If, however, no protest is made, the 
rate goes into effect by the time named without any action by the 
Interstate Commerce Commission at all, and that is true whether the 
change involves a lowering of the rate or a raising of the rate. Now, 
I submit that this provision here with respect to vessels is substan- 
tially the same. 

The Chairman. We can not agree about that, and it is a waste of 
time to discuss it. 

Mr. Mann. I am simply calling the attention of the committee to 
my construction of the law. 

The Chairman. It is not susceptible to that construction, to my 
mind. 

Mr. Mann. Now, in conclusion, so far as my statement is con- 
cerned — ^and with many apologies to you for taking up so much of 
your time — I do not suppose that there are enough people in the 
United States who are opposed to an increase of the American mer- 
chant marine to be entitled to the designation " minority." It i^, of 
course, the practically unanimous desire of everyone throughout the 
United States to see the American merchant marine come into exist- 
ence. It has practically no existence now to speak of, so far as the 
over-sea commerce is concerned. The figures used to be only 11 ships 
for the United States in the actual over-sea commerce — ^that is to 
say, in the commerce between the United States and Europe or the 
Orient— while England had 4,000, Germany 2,000, and France 1,600. 

Those numbers have not been materially modified, except so far 
as the war has affected them and brought some vessels under Ameri- 
can registry. Now, then, what is the problem and what is the solu- 
tion or, rather, what is the solution of the problem we have been 
considering? It seems to me we can not solve it by legislation, but 
we can solve it perhaps by legislation in the form of repeal. It is 
only by freedom of trade upon the ocean that you can ever expect, 
in my opinion, to bring about an increase of the American merchant 
marine. I think that we can all look with a great deal of interest 
and instruction to the policy of England in this regard. She has 
the largest number of ships in commerce and she has more freedom 
a thousand times than we have. We have too many restrictions that 
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have been imposed ever since 1846. If >ve could have that kind of 
freedom, I believe that competition upon the ocean will ultimately 
bring about the desired result. Permit me to advance this one 
thought, because it concerns our American merchant marine very 
closely, particularly in coastwise commerce. 

The tolls upon the Panama Canal, which, I am sorry to say, have 
been imposed upon American shipping engaged in coastwise com^ 
merce, in which respect I must seriously differ, together with Demo^ 
crats of high standing, with the President of the United States; but 
be that as it may and to one side, the tolls which are imposed now 
upon American vessels through the American canal at Panama are 
collected upon the basis of the net tonnage of the vessels passing 
through. The net tonnage of the vessels passing through the Panama 
Canal of American register is measured according to the American 
laws, according to the laws of Confess, and the laws of Congress 
are such that the American vessel which measures 5,000 tons is a ship 
of 5,000 tons when it comes to the imposition of tolls for the Panama 
Canal. The same ship, or a sister ship of exactly the same measure* 
ment and same inside construction, would under the English laws 
measure only 4,000 net tons. I state that upon the information of 
shipping men. I have heard it many times. 

The Chairman. Capt. Dollar is your authority ? 

Mr. Mann. Yes; and Gen. Goethals, of the Panama Canal. 

The Chairman. I know that Capt. Dollar has given that as his 
opinion. 

Mr. Mann. It is true that Capt Dollar has said that, but I also 
inention Gen. Goethals, who made that statement in his speech before 
the San Francisco Commercial Club last year. 

The Chairman. That must be the ruling, it is not the law? 

Mr. Mann. That is the ruling upon which they are collecting the 
tolls. 

The Chairman. You will find in the hearings a statement by Mr. 
Chamberlain, the Commissioner of Navigation, in which he says that 
our rules are the same as the English rules. I agree with you that 
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Mr. Hardt. We have all agreed that it should not be so. 

The Chairman. No American shipowner has ever come before this 
committee and presented in a concrete foi^m any question of that 
sort. 

Mr. Greene. It may have been presented before the Committee on 
Interstate and Foreign Commerce, which regulates this matter of the 
canal. 

Mr. RowE. Do you not think that we could ascertain the situation 
from Grace & Co. ? They Operate both American and English ships 
through the canal. I will write to them. 

Mr. Hadley. There is now on the calendar a deck-load bill, re- 
ported from the Committee on Interstate and Foreign Commerce. 

Mr. Hardy. A bill to correct the condition you speak of would be 
passed through this committee so quickly that it would make your 
head swim. 
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Mr. Greene. Why not have the clerk to the committee write to 
W. E. Grace & Co. ? 

The Chairman. I was going to suggest that our colleague do that 

Mr. Mann. With the chairman's permission, I will send to the 
chairman and to this committee a statement in detail upon that sub- 
ject, which has been prepared by the maritime department of the 
San Francisco Chamber of Commerce. 

Mr. Hardy. The first time that statement was ever made before 
this committee it struck me — and I think the whole committee — ^like 
a clap of thunder from an unseen cloud. None of us had ever heard 
it before. It was stated by Mr. Dollar that he paid $750 more ton- 
nage dues by reason of the American measurement than if it had 
been the English measurement on a ship of about 3,600 tons, accord- 
ing to my recollection. 

Mr. BuKKE. That was directly contradicted by Gen. Uhler or Mr. 
Chamberlain before this committee at this session. 

Mr. Hardy. I asked him why he did not take it up with the ad- 
ministrative department. 

' Mr. Hadley. That is not quite my recollection of the force of Mr. 
Chamberlain's statement. 

Mr. Burke. That is my recollection. 

Mr. Hardy. It was never claimed by anybody before us that we 
gave any advantage to the vessels of any other nation, but that we 
converted their measurements into our measurements when they 
came into our ports for the purpose of charging, and that in the 
foreign ports where the vessels went that they accepted the certifi- 
cates of the port because it was to their interest to accept it. I asked 
Mr. Dollar why he did not take that up with the administration. 
Mr. Chamberlain in his statement said that every vessel from a port 
of the United States has a duplicate, one giving the net measurement, 
and another, if she goes to England, that gives the English meas- 
urement, and that under our treaty rights the vessel can demand the 
payment of the dues on the English statement. He made the state- 
ment that the only difference between the charges in England and 
America rested upon the fact that in America we had no load line, 
and that in England they did. 

The Chairman. That is in the record. Have you finished, Mr. 
Mann ? 

Mr. Mann. Yes, sir; with just this one sentence. I have men- 
tioned the tonnage measurement under the English and American 
laws as a mere illustration or incident of the advantage of the Eng- 
lish shipowner as against the American shipowner, and that is only 
one of a great many. If we are going to impose more restrictions 
upon our commerce than we have now instead of less, we are ap- 
proaching unfreedom instead of freedom. 

Mr. Hardt. You are doing now what is so frequently done, you 
are undertaking to say that there are a great many discriminations^ 
but every man who says that finally gets down to one discrimination 
and says that it is one of a great number. I have never found any 
other. 

Mr. Mann. I shall be glad, if the committee will indulge me, when 
I get back to San Francisco, to furnish that information. 

Mr. Hardt. I have asked a number of the witnesses and they have 
never answered me. 

Mr. Mann. I shall be glad to make a memorandum. 
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The Chairman. At the same time, please consider the statement 
of Mr. Chamberlain made before the committee on that subject, be- 
ginning on page 196 of the hearings on H. R. 10500. 

Mr. Burke. Mr. Mann has reference to the restrictions that he 
claims should be repealed in the interest of navigation^ as I under- 
stand? 

Mr. Hadlet. And a comparison of the regulations. 
. Mr. Mann. I mean the restrictions. 

Mr. Burke. We want a list of the laws that you consider too re- 
strictive and the repal of which would be of benefit to the American 
merchant marine. 

Mr. Hadley. That necessarily involves a comparison of the com- 
panion regulations of other countries. 

Mr. Burke. I suppose so. I want to see the laws. 

Mr. Hadlet. I want to see also the comparison with other regu- 
lations, so as to help to support the conclusion. 

Mr. Hardy. You were getting very interesting to me when you 
spoke of freedom, and I should like to know what is involved in 
that term ? 

Mr. Mann. I consider that we are inclined, nowadays, to go a 
little mad on the proposition of regulation. Any kind of regula- 
tion is a restriction. Any kind of a restriction is a limitation of 
freedom and liberty. 

Mr. Hardy. That is true ; but you want to repeal restrictive laws ? 

Mr. Mann. Yes, sir. 

Mr. Hardy. Not laws passed nowadays, but laws which have been 
on the statute books a long time. Please tell us what laws you want 
repealed. 

Mr. Mann. I am not prepared now to point to a particular law, 
but I shall be glad to send to this committee- 

Mr. Hardy ^interposing). You are not prepared to point out any 
particular law that you want repealed? 

Mr. Mann. Yes, sir. I will point to some provisions of modem 
laws. 

Mr. Hardy. Our merchant marine was destroyed not under modern 
laws. I want to know the laws that have destroyed our merchant 
marine and the ones which you want repealed. 

Mr. Hadley. And what provisions of the modern laws you think 
diould be repealed if we are to benefit the merchant marine? 

Mr. Mann. I shall certainly include both. 

The Chairman. All ancient and modern laws; that is the fair 
thing. 

Mr. Mann. I will read the protective tariff laws of the United 
States in connection therewith. 

Mr. Hardy. Bead the one which provides that the American ships 
must be constructed in American yards alone. Do not fail to put 
that in. 

Mr. Mann. I will be glad to do so ; that will be No. 1. On that 
proposition there is a strong feeling out on the Pacific Coast that we 
ought to be allowed to buy ships of foreign registry to carry lumber 
through the canal. 

Mr. Hardy. Give us the full sentiment. 

The Chairman. We are much obliged to you, Mr. Mann. 

Mr. Mann. I thank you very much for your time and attention. 



182 REGULATORY FEATURES OF SHIPPING BILL. 

STATEMENT OF MB. FBED P. aREGSON, LOS ANOELES, CAI. 

Mr. Gregson. I am the traffic manager of the Associated Jobbers 
of Los Angeles and director of the Pacific Coast Traffic League. The 
association which I represent, gentlemen, is rather small — 150 mem- 
bers. That association of 150 members, located at Los Angeles, possi- 
bly controls about 70 per cent of the tonnage of the city, the tonnage 
handled both by rail and by water. 

I have followed Mr. Mann very carefully. I am fully in accord 
with everything and every word that Mr. Mann has set forth and 
stated. Therefore, it would be useless for me to consume over one 
minute. 

I want to clear up a statement made by the chairman that the 
tariffs of the steam lines were upon file and published. Of these 
160 large receivers of freight not one of them can obtain a tariff 
either of the American-Hawaiian Steamship Co. or of the Lucken- 
bach Steamship Co., or the W. R. Grace Co., or the Atlantic & 
Pacific Steamship Co. The tariffs or rates can only be had upon ap- 
plication. Sometimes it may take a week to obtain rates upon com- 
modities. So much for the tariffs. 

The Chairman. I said that they were filed with this committee 
at the time that we were making an investigation of the shipping 
trust. 

Mr. Gregson. I beg pardon. I misunderstood you. Neverthe- 
less, I want this committee to know that these rates are not published 
rates as are the railroad rates, and that the rates may be had only 
upon application. The rates are always not alike. There is not an 
absolute combination which has been spoken of here. I am now 
speaking from the standpoint of the shipper, the man who handles 
the rates between the steamships, the railroad companies and the 
large shippers, and have had 20 years experience in both the steam- 
ship and railroad making of rates. The rates, to reiterate, may only 
be had upon application and they are not all alike. So much for the 
rates. 

The Chairman. They are not all alike and the big shipper has a 
differential over the small shipper? 

Mr. Gregson. No, sir ; not the big shipper, but the larger tonnage 
and the time and place of shipment may be the prevailing factors. 
As has been pointed out here, there are seasons when the iships go 
back east rather light or come west rather light and at those seasons, 
where the traffic is light, we are able to obtain rates that are not 
alike from certain steamship lines. As to the matter of tramp lines, 
it is a historical fact that trade only follows transportation and not 
the reverse. A tramp vessel in order to make its own tonnage will 
often buy cargoes and transport those cargoes to some favorable 
port and sell the cargoes after arrival at that port. How will you 
regulate a proposition of that kind? A proposition of that kind 
should not be regulated. I will give you a little incident. Just be- 
fore the breaking out of the war an English vessel arrived at Argen- 
tina with a cargo of merchandise, not a regular line — a tramp — and 
loaded her with corn and sought a market on the Pacific coast, such 
as could be obtained, and a return cargo from the Pacific coast. 
Now, there was no regularly established line. There was no regular 
rate obtaining from Argentina to the Pacific coast of the United 
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States. It would be impossible in that case to file a rate with a 
shipping board; and it would be impossible for the ship to operate 
under any regulations whatever. 

The Chairman. That ship, under those exact circumstances, 
would not come under the provision of the bill. 

Mr. Gregson. I do not so understand it. AH ships that carry for 
hire. That ship carried a cargo of merchandise to Argentina for 
various parties and it left the Port of Buenos Aires with a cargo of 
com to be distributed upon the Pacific coast. That corn was sold 
to various parties. 

The Chairman. The cargo of corn was its own ? 

Mr. Gregson. At that particular time. 

The Chairman. That is, when it was carried ? 

Mr. Gregson. Yes, sir ; but it was sold to other parties. You have 
mentioned Capt. Dollar in regard to how foreign commerce is built 
up. Capt. Dollar himself with his own capital, carrying for hire 
througH freight, will purchase, in order to make his entire tonna^ 
from China, a hundred or possibly a thousand tons of Chinese pig 
iron. 

Mr. Hardy. It would not make any difference what the rate was 
on his own property ? 

Mr. Gregson. He could carry that for nothing. 

Mr. Hardt. Or he could carry it for $1,000 a ton and it would be 
the same thing? 

Mr. Gregson. Yes, sir ; but at the same time he is carrying pig 
iron for hire for other parties. 

Mr. Hardy. As to that, he may be a common carrier, but the rate 
would not affect his own goods ? 

Mr. Gregson. It may be the shipowner's purchase, it may be a 
speculator's purchase, it may be my own purchase. 

Mr. Hardy. Do you believe that he should be permitted to charge 
one speculator one rate and another speculator another rate? 

Mr. Gregson. I believe, in order to encourage foreign commerce 
and trade, he should be permitted to make any rate that will Qarry 
tonnage and fill up his vessel. 

Mr. Hardy. You have now reached the very proposition that I 
want to pin you down to. There is a vessel at Argentina being loaded 
with com and there are two speculators who want to ship freight to 
the United States; your idea. is that the shipowner should be allowed 
to charge one speculator $20 a ton and the other one $10 a ton, so as 
to prevent the one speculator from getting into the competition? 

Mr. Gregson. If the first speculator has not filled the ship's bot- 
tom and it is going out 1,000 tons light 

Mr. Hardy (interposing). Let us leave that. Do you believe that 
a shipowner should be given the privilege of saying to one shipper, 
" We will charge you $20 a ton,''^ and another shipper right by his 
side, presumably putting the material in the same hold and the same 
partition, if need be, " We will charge you $10 a ton " ? 

Mr. Gregson. That would be an unfortunate case, and it may be 
that that should not be alloiYed. 

Mr. Hardy. Do you not think that the big owners, like the 3teel 
Trust and other people, would threaten to break up tiie cdmpeUtioii 
by giving certain parties favorable rates? 

Mr. Gregson. That might be. 
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Mr. Hardy. Are they not doing so ? 

Mr. Gregson. I can not say. 

Mr. Hardy. Does not that action result in these companies driving 
out of business entirely the little man who has not any standing in 
the world by holding over their heads the threat that they will 
charge the big shipper a smaller rate, and then charge the other 
fellow enough to mate up what they have lost on the big shipper? 

Mr. Gregson. There is one way to get around that, and we have 

done it in California. When you speaK of the small fellow 

• Mr. Hardy (interposing). I want to remove that from the record, 
just discriiAination. 

Mr. Gregson. Regulation would prevent that. 

Mr. Hardy. You are opposed to any regulation ? ' 

Mr. Gregson. I am absolutely opposed to regulation upon the sea. 
I am opposed even to the California regulation, but there is pro- 
tection to the small fellow. We regulate the established lines, and 
under that provision the small man can always live. 

Mr. Hardy. What provision is that ? Preventing the regularly es- 
tablished lines from discriminating? 

Mr. Gregson. The regularly established lines in California are 
lines operating under a schedule. Along comes a small steamer in 
the lumber trade — — 

Mr. Hardy (interposing). What do you do with the regularly es- 
tablished lines? 

Mr. Gregson. We regulate them. 

Mr. Hardy. But you are opposed to regulation? 

Mr. Gregson. Personally, yes. 

Mr. Hardy. Then you get back to the proposition that j^ou are in 
favor of letting the shipowner say to one man, " I am going to dis- 
criminate against you until I drive you out of business; that is what 
I am going to do." 

Mr. Gregson. I am in favor of this : The ships should be allowed 
to make their rates 

Mr. Hardy (interposing). But by reason of your regulation in 
California you say that the little fellow can live? 

Mr. Gregson. He does live. 

Mr. Hardy. Do you want to remove that regulation? 

Mr. Gregson. No, sir; not at the present time. Under this act you 
will kill the little fellow and you will kill what we are trying to 
build up. 

Mr. Hardy. Either you want to remove the regulation or you do 
not — you want to kill the little man or you do not. 

The Chairman. You have a State law in California to regulate the 
water lines engaged in intrastate commerce? 

Mr. Gregson. Yes, sir. 

I will agree with you, Mr. Hardy, you have asked a very embar- 
rassing question. 

Mr. Hardy. Is it not the whole of the proposition involved in this 
bill that we have asked you? 

Mr. Gregson. No; as I understand this bill it is to regulate all 
transportation by water, interstate or foreign commerce. I am try- 
ing to point out that under the operations of a tramp steamer you can 
not regulate — — 
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Mr. Hardy (interposing). We are going to agree with you about 
the fellow who bought his own cargo down in Argentina and brought 
it up here in his own vessel. We can not say what he shall charge 
himself. 

Mr. Gregson. Whether he bought the cargo or not, to my mind or 
to the mind of any business man, you can not regulate a tramp 
steamer in foreign trade. 

The Chairman. Did you ever hear of a tramp steamer charging a 
higher rate than the regular line ? 

Mr. Gregson. Yes, sir; I have. 

The Chairman. Could you give us an instance of that sort ? 

Mr. Gregson. I can not give you a concrete instance, but I have a 
number of them in mind. A tramp steamer lives upon that very 
proposition. A tramp steamer takes advantage of markets and ship- 
ping conditions. He may go into a port where regular established 
steamer lines have rates bacK and forth, and he may go into that port 
and find the wharves with plenty of tonnage and no bottoms in port, 
and he may go into that port under those conditions and make his 
own rates, which may be several times higher than the regular estab- 
lished line of steamers. 

The Chairman. I think right now you will find tramp steamers 
getting above former normal rates wherever they are needed. 

Mr. Gregson. Yes ; and then we have this condition on the Pacific 
coast: I really believe, gentlemen, you are looking more toward the 
great Atlantic coast than to the Pacific coast. We of the Pacific 
coast are very young, and that is especially true of Los Angeles. We 
have only had a port a very few years ; in fact, it is still under con- 
struction. We have spent many million dollars there in trying in 
every way to encourage foreign trade. I think that all agree that in 
building up the business of the railroads of the United States the 
business was built up without regulation — ^that is, at the beginning — 
before the tonnage of the United States became so dense that there 
was sufficient and ample for all. At that time, then there came regu- 
lation. That is so with the steamers. If, after a time, the tonnage De- 
comes so dense that the business is built up, then we may talk of 
some scheme of regulation, where each port of the country, each 
source of tonnage has been established permanently. But in the case 
of the tramp steamer, he tramps around the world and picks up ton- 
nage wherever he may find it, and he should be permitted to operate 
without being trammeled. 

Mr. Hadley. I would like to ask you a question. You have started 
to make several statements and have been interrupted and I will not 
go back to them. I also come from the Pacific coast and I am 
interested in all coasts. 

Mr. Gregson. Let me extend you an invitation to Los Angeles. 

Mr. Hadley. I have seen your harbor and your port. I know the 
situation and appreciate what you are saying. I want to know what, 
in your view, will be the effect of the operation of this bill, if en- 
acted into law, upon the Pacific coast business, and why. 

Mr. Gregson. As I stated just a moment ago, we are young, and 
we are building up a business. In order to build up that tonnage 
we should be left untrammeled as trade follows transportation. The 
transportation lines seek sources of trade for us. They will go into 
China and go into all the obscure ports of the world with our com- 
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missions, saying that we will charge you somethingl reasonable. 
They bring it to our port and we take it from them. That has 
opened up a certain line and established a source of supply. On the 
other hand, if rates and regulations are made from this port to that 
port and for all ports of the world, the steamers will cease to be 
free lances and will say, "'We can not possibly operate under this or 
under that condition unless we have from you a certain guaranteed 
amount of tonnage." lender those conditions, that would mean we 
would have to take the venture and reverse the order of things and 
have transportation follow the trade instead of the trade following 
transportation. That is about as good an answer, I think, as I can 

Mr. Hadley. And you think that would cripple the marine busi- 
ness instead of increasing it? 

Mr. Gregson. I think it would. Another proposition is this: A 
large steamer of 10,000 tons has a great advantage over a smaller 
steamer. For instance, w^e take from the Pacific coast to the Atlantic 
coast cargoes of grain at certain times and under certain market 
conditions. We can not wait for 10 days to file our tariffs. We carry 
lumber from the Pacific coast through the canal, and we can not 
wait, in each instance, to file our tariffs. A small steamer goes back 
empty. If he must file tariffs covering certain rates he will never 
get a cargo. He has got to be left open and has to be left free. That 
is the other condition. 

STATEMENT OF MR. S. J. WETTEICK, ATTORNEY AT LAW, 

SEATTLE, WASH. 

The Chairman. Please give your name and profession. 

Mr. Wettrick. S. J. Wettrick: attornev. 

The Chairman. Are you appearing here as attorney ? 

Mr. Wettrick. I am appearing here as attorney. I am regularly 
the attorney for the transportation department of the new Seattle 
Chamber of Commerce, and am here, as Mr. Mann has stated, on the 
transcontinental rate situation which is up before the Interstate Com- 
merce Commission and to represent the chamber of commerce at this 
hearing here. 

If we are not trespassing too much upon the time of this com- 
mittee, I just want to say a few words. There is very little to add 
to what has already been said from the standpoint which we take 
out on the coast. 

I am frank to say I have not given this matter any detailed study 
or consideration. I was asked by wire yesterday to appear before 
this committee, and I knew before, of course, that the chamber of 
commerce in Seattle had consistently opposed regulation along this 
line ; and in connection with my work there for the chamber of com- 
merce we have frequently considered these questions and have always 
felt, as we feel now, that it would result in very serious harm and 
injury to the Pacific coast seaports if we were to place upon marine 
transportation a strait- jacket such as is proposed by this bill. 

The Chairman. The Commercial Club of Seattle and the chamber 
of commerce do not agree on that point, do they ? 

Mr. Wettrick. Upon that point I will say, Mr. Chairman, that if 
the commercial club were informed upon this question — ^I will go 
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further than that and say that if they were organized as the Seattle 
Chamber of Commerce is organized, with departments operated at 
great expense, and with men in their employ whose duty it is to 
study these questions, and could see far enough to realize what it 
would mean, they would be taking the same stand as the Seattle 
Chamber of Commerce. I make that prediction, and I say that be- 
cause we are in great danger all the time up on Puget Sound. Seattle 
is getting to be a port of considerable size. We are now the fourth 
customs district in the country. We have got to depend to a large 
extent upon our shipping. Congressman Hadley, who sits over there, 
is from Bellingham, near the Canadian border, and I am wondering 
what will happen if we get a board which begins to fix steamship 
rates in the coastwise trade or to and from Seattle and ports in the 
Orient that are, we will say, so low that the steamship companies do 
not care to engage in the traffic, or else, if they do continue, they 
will find that they can charge other and different rates to British 
Columbia ports and will land their goods there and then bring them 
into this country by rail. 

Mr. Hadley. I asked that question of a witness the other day and 
I would like to know what you think would happen. 

Mr. Wettrick. I think that much the same would happen as has 
happened in connection with some other shipping regulations we 
have had, and I have in mind now, for instance, the seaman's bill 
which — whether the gentlemen of this committee understand it or 
not — is a serious detriment to our Pacific coast shipping ports, and 
there is not any question about that. 

Mr. Hardy. I wish you would keep off of that subject because I 
oan not keep off of it, if you do not. 

Mr. Wettrick. Yes ; right in this connection, one of the speakers 
here was asked to mention a number of shipping laws which are said 
to be restrictions 

Mr. Hardy (interposing). And I will ask you that quiestion, but 
1 want you to confine it to a time when they were not complaining 
of the seamen's bill, because we have had no merchant marine for a 
number of years, and we might just as well leave out the seaman's 
act because of course that did not kill our merchant marine, because 
it was already dead. 

Mr. Wettrick. I understood a moment ago that you excluded 
from what you wanted the' speaker to advert to the seaman's law 
because it is modern history. 

Mr. Hardy. Yes. 

Mr. Wettrick. But I was going to say this: I have in mind the 
law which provides that foreign steamships shall not engage in the 
coastwise trade. I am frank to say I have not given the question 
enough consideration to see all the things that to open the coastwise 
trade to them might lead to, and I am not expressing a personal 
opinion because I want to give the matter more consideration before 
I do. 

Mr. Hardy. On that subject you and I are together, I hope. 

Mr. Wettrick. I came across the continent with a man who rep- 
resented the Anderson Steamship Co. of Norway, a Mr. Hitching:, 
from New York, the representative of that company on the Pacific 
eoast. I understand they have some 50 or 60 steamers' all engaged 
in tlie tramp service, and Mr. Hitching said to nie — ^how true it is 
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I do not know — that the United States would never develop a mer- 
chant marine until they did open up the coastwise trade to foreign 
steamers. If he did not put it that way he put it this way, and I 
think this is perhaps more nearly correct — that if we removed that 
restriction we would not be talking all the time about " What is the 
matter with our merchant marine," and what we should do in order 
to get a merchant marine. 

Mr. Hardy. I agree with him fully. 

Mr. Wettrick. Now, further, I had in mind the law which pro- 
vides that a foreign-built steamship can not secure American registry 
or fly the American flag. 

Mr. HARor. I do not go as far as your man did, but I say let our 
own people buy these ships wherever built and put them under the 
American flag and make them a part of our merchant marine to sail 
in the coastwise trade and in the over-seas trade just as they see 
proper. 

Mr. Wettrick. You would be in favor of that? 

Mr. Hardy. Certainly ; and you would not need any further free- 
dom, either. 

Mr. Wettrick. I do not think, Mr. Hardy, that there is any danger 
of them doing that if we enact the law we have imder consideration 
here, even though the other restriction should be removed. 

Mr. Hardy. Right there I will just give you this suggestion. A 
vessel of 10,000 tons is starting from New York to Hongkong by way 
of the canal, passing en route San Francisco or Seattle. Under the 
law that you say you are in favor of and which I am very much in 
favor of and always have been in favor of, that vessel, if it did not 
get a full load from Hongkong to New York, could take half of its 
cargo in freight to San Francisco, and then at San Francisco get the 
balance of its cargo and go on to Hongkong. In that way it could 
earn possibly $50,000 more in freight from New York to San Fran- 
cisco than she could under the present law under which it is forbid- 
den to take an ounce of freight from New York to San Francisco. 
Instead of talking about a subsidy, if you will give our merchant 
marine the privilege of carrying that kind of freight, and then give 
them just as cheap a ship as they can get anywhere in the world they 
can compete. It is larger than almost any subsidy ever proposed, so 
far as that is concerned, and it relieves the pressure and the con- 
gestion which is existing at every seaport town or which has been 
existing, and it would give us more cargo space on carrying vessels^ 
and would be the thing you people need, if you have the nerve to face 
the shipbuilding people of this country and say you want free ships. 
That is what you want in this country. 

Mr. Wettrick. Do you know what I have wished in this connec- 
tion ? I have wished that instead of proposing and considering bilk 
such as we have here, a bill which a person can not read without 
thinking of thousands of questions that are going to arise that no 
one now foresees or can foresee, that if we had a commission which 
would start in at the bottom and go over our ancient merchant- 
marine laws and shipping laws, study them up to the present time, 
and work up something in a constructive way 

Mr. Hardy (interposing). Now, let me stop you right there. We 
have had the strongest legal talent representing -shipping inter^eets 
and other interests there is in this country, having studied this ques- 
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tion, to come before iis^ and I have asked every one of them to point 
out some restrictive law which has hurt our merchant marine, and 
no one has ever pointed out more than two restrictions. One is this 
measurement business which was spoken of here; and then they point 
out the other one, which you are talking about no^v, which is the re- 
striction which prevents an American merchant from getting a ship 
as cheaply as his competitor. Outside of that there is not a restrictive 
law. I have asked them, " Is there any restriction on the statute 
books that vou have ever sought to have repealed," and they have 
said, "No."' 

In 50 years the shipping interests have not asked for the repeal of 
a single restrictive law; but just as soon as we passed the seaman's 
law they say that that causes the, death of the merchant marine, 
when the blame thing was dead 50 years ago, and we have been seek- 
ing some remedy, because we fear we can not meet the forces of the 
opposition; and I will admit that it is patchwork and the hope is 
light, but we can not start it any other way. If you people who 
have studied the thing will simply spead the news and let the people 
of this country know that we are ridden by an " old man of the sea " 
who has been on the back of the commerce of this country for 50 
years and you can not stir him; you can not shake his grasp, because 
so few people will even, mention it, then we may be able to accom- 
plish something, and that is why I wanted my friend Mann to go a 
little further. 

Mr. Wettrick. May I ask what this " old man of the sea "is? 

Mr. Hardy. It is the law which compels the American merchant 
when he tries to compete with his foreign competitor to buy his ship 
in an American shipyard and pay from 50 to 100 per cent more than 
his competitor, and therefore he can not compete. If you ha^ to 
pay twice as much for your horse, you could not ride in opposition 
with me in any kind of service; and here you have got a horse which 
carries the commerce of the United States; and if the man who 
wants to carry it wants to carry it under our flag, he has to pay two 
prices, and consequently he will not put it under our flag. 

Mr. Hadley. I started to ask the witness a question and he started 
to answer, and then happened to mention the seaman's law, a very 
important question, and was sidetracked and did not answer the ques- 
tion at all. It is too late, perhaps, to go into that now, but I want 
to ask another question. Has the Seattle Chamber of Commerce 
had the United States Chamber of Commerce's referendum before 
it on this bill like the San Francisco Chamber of Commerce has; 
do you know ? 

Mr. Wettrick. On this particular bill, Mr. Hadley, I am not ad- 
vised. As I say, I just received a telegram from them. They had 
one on the shipping bill. 

Mr. Hadley. Do you know the result of that vote? 

Mr. Wettrick. As I noticed in the published report of the hear- 
ings before this committee where they are all tabulated— — 

Mr. Hadley. That is the old bill, No. 450. 

Mr. Wettrick. Yes. I understand the bill now under considera- 
tion is to take the place of certain sections of bill 10500 to which I 
have just referred. 

Mr. Hadley. Has 10500 been referred to the chamber of cx)mmerce % 

Mr. WBTrRiCK. Yes, sir. 
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Mr. Hadley. Have they voted on that ? 

The Chairman. The tabulated statement in the record gives the 
vote of the chamber of commerce. 

Mr. Hadley. Not on 10500. 

Mr. Wettrick. Yes. 

Mr. RowE. That is what they testified to before this committee. 

Mr. Wettrick. That is what I referred to. Whether this question 
has been specifically voted on or not, I do not know. As has been 
stated here, our opposition to thie bill and the purpose of our appear- 
ance here is against the idea of regulating steamship rates. ^ 

Now, enough has been said probably about the question of dis- 
crimination, but even discrimination can be removed without regu- 
lating or fixing steamship rates. * 

Mr. Hardy. Without any legisfation? 

Mr. Wettrick. And furthermore, I want to say this, if I do not 
say anything else, and that is there is no perfection anywhere, as 
has often been stated, and I have an idea that when- we are met as 
we appear before this committee with an instance here and an in- 
stance there of where discrimination resulted or where discrimina- 
tion exists, that it is after all an extremely exceptional case, and that 
the laws which Congress enacts and the bill which this committee 
reports ought to be designed to regulate the normal marine trans- 
portation. 

Now reference has been made to the fact that all the steamships 
plying between San Francisco and Seattle charge the same rates. 
I do not know whether they do charge exactly the same passenger 
and freight rates or not, but if they do, it is only what anyone would ^ 

suppose they would do, and becatise they do that, it does not neces- 
sarily follow that any combination exists between those two steam- 
ship companies. The transcontinental carriers all have the same 
rates^ but that does not mean there is any combination between them 
which fixes those ratesj but it means that the line which has the long 
haul has to meet the line which has the short haul, and because the 
steamship rates are the same means that they are so not by agree- 
ment between them, but by the force which each steamship exerts 
upon the other. 

Mr. Hardy. Will you permit me to say that the evidence before 
us was that they had conferences and agreements covering all those 
things? 

Mr. Wetfrick. There are undoubtedly conferences and agree- 
ments. ^ 

Mr. Hardy. They might do that without conferences and agree- 
ments, but the evidence was that they had the agreements. i^ 

Mr. Wettrick. I want to say further on that point that between 
Seattle and San Francisco we have what we have across the Conti- 
nent and what we have everywhere where there is interstate water 
transportation in this country, namely, the competition of the car- 
riers, and the steamships plying between Seattle and San Francisco 
are held by the rail carriers and their rates to water rates which are 
reasonable, and which are usually lower than the rail rates, and 
which they have to make if they want to attract any of the passenger 
and freight business between those cities. Likewise the water rates 
through the canal fixed by lines that continually operate are con- 
trolled and determined, you might say, by the transcontinental rail , 
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carriers. Now the mere fact that they make the same rates does not 
mean they are in a combination with each other. When the Panama 
Canal was opened the steamship lines plying between the two oceans 
reduced their rates to a point lower than almost anyone, I think, 
expected the rates would ever go. There was not any evidence tiiere 
of a combination between them to keep rates up, and when they go 
back into that service again, as they imdoubtecUy will now that the 
canal is about to be opened, when tne ships are available, their rates 
are by force of the rail competition kept at a figure about which no 
one will complain or can complain, and that ought to be taken into 
consideration. 

Now, as I said before, in Seattle we are building our public docks 
and warehouses. We desire to attract all the steamship transporta- 
tion we can. Our lumber people out there at the present time are 
building steamships. According to the newspapers there are four 
or five new shipbuilding concerns who have just recently started out 
in Seattle or are about to start. They are building lumber carriers 
for the lumber mills there, schooners and other ships. They have to 
do that at the present time, because steamship transportation is not 
otherwise available, and I take it that the view here is that the 
schooner or the tramp ship owned by a lumber company engaging in 
traffic for that particular company is not subject to the provisions of 
this act. 

Mr. EEardt. No. 

Mr. Wettrick. But such a ship will go through the canal to New 
York City and unload its cargo of lumber there, and instead of com- 
ing back empty it will ask for other freight, a cargo of groceries, or 
anything else. 

Mr. Hardy. It will hold itself out for common hire? 

Mr. Wettrick. Yes; that is the point I wish to make. The mo- 
ment it does that, even though its business is that of carrying on the 
trade of the company which owns it, it has to file tariffs with the 
commission and it becomes subject to its regulations just exactly as 
any other regular line. 

And has this question been considered ? We prohibit the railroads ^ 
from owning coal mines 

Mr. HARDr (interposing). It was a long time before we thought 
about that, was it not? The railroads had to get a powerful grasp 
and control before we thought about prohibiting them from owning 
such things, and I do not know whether we have now prevented it 
or not. 

Mr. Mann. That is a very serious question with the shipping peo- 
ple just now. 

Mr. Hardy. At any rate, you do not complain because we do not 
go that far ? 

Mr. Mann. No ; I would not want to see you go that far. 

The Chairman. I spent a month in Portland last June and came 
in contact with large lumber interests, and one complaint was that 
the owners of vessels on the coast would come in and say, " We will 
buy your lumber but we will not furnish you a ship." The owner 
of the vessel would, of course, make his profit on the transportation 
and also on the lumber. I told those people out there to go to work 
and build their own ships. They have large interests and they have 
good timber, and I told them to build their own ships and install the 
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Diesel type of engine and transport their own commodity, like the 
Standard Oil Co. and the United States Steel Corporation, and be 
relieved of that — ^I will not call it an imposition, but that difficulty 
in the way of developing their trade. I thought my advice was 
soimd, and they have been acting on it, at least they are taking steps 
along that line, and I think that is the way for them to relieve them- 
selves. The Standard Oil Co. builds its own ships. She does not 
carry all her oil in the foreign trade, but she supplies her tonnage, and 
she regulates the rate, too, and so does the United States Steel Corr 
poration, and it would not have been possible for those companies 
to have extended their foreign commerce the way they have ii they, 
had been willing to yield to the exactions of the Shipping Trust. 

Mr. Mann. The same thing is true of the Union Oil Co. and of 
the Associated Oil Co. 

Mr. Hardy. The only trouble with Judge Alexander's advice, so 
far as its applicability to ordinary commerce is concerned, is that 
when you charter a ship to carry your own ^oods, you will find, when 
you try to get a return cargo, that the fighting ship is there to make 
you lose money instead of making money. 

Mr. Wettrick. That has not happened in the coastwise trade. 

Mr. Hardy. It did happen between New York and Galveston. 

Mr. Wettrick. Is not that a very exceptional instance of some- 
thing that did happen ? 

Mr. Hardy. It was not an exceptional instance, but it was the com- 
mon condition of our shipping along the Gulf coast. The chamber 
of commerce of an ordinary little town could not afford to charter a 
vessel, because they knew that a fighting vessel would run it to earth. 

Mr. Wettrick. While talking of fighting ships may I express this 
further thought? It has been stated by the chairman and other 
members of the committee that the effort here was to give authority 
to fix a maximum rate, and then you say that the carrier can make 
as low a rate as it pleases, limited by the fact that it can not dis- 
criminate in its rates and do things. of that kind. Now, then, is a 
ship which is regularly engaged in business, but which for some pur- 
pose or other temporarily makes a low rate, a fighting ship. Does 
that make it a fighting ship ? 

Mr. Hardy. No. 

Mr. Wettrick. Why could not that ship be used in exactly the 
same manner as a fighting ship is used, namely, to drive competi- 
tors out of business? 

Mr. Hardy. Whenever it is used for that purpose, the owner of it 
can be subjected to a fine. 

Mr. Wettrick. In other words, if you are going to enact such a 
law as this at all, why should not the law provide that the board shall 
have power to establish rates which are just, reasonable, and suffi- 
cient ? 

Mr. Hardy. Well, we thought you would object to that. You are 
even objecting to the meager powers that we have given this board. 

Mr. Wettrick. I do not want you to ^o further at all. 

Mr. Hardy. We thought we were doing as little as we could do, 
considering the distressful situation we were trying to meet, and we 
are doing so little that I am ashamed of it myself. 

Mr. Wettrick. What I meant was that you ought not to go to 
that extent. I had in mind to point out what it is going to lead to. 
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Mr. Hardy. The commercial and shipping interests of the United 
States would become better educated or informed by this board, 
which ought to be composed of enlightened men, whose conclusions 
should be for the benefit of the common interest and general welfare 
of the country. Among other things, it is expected that this body 
will be clothed with power to investigate conditions, legislation, and 
everything else affecting the shipping interests of the United States. 
We hope that it may be in some respects like the shipping board or 
Board of Trade of England, and that it will study these subjects and 
help us to find a solution for this troublous problem. It ought to 
be a board composed of patriots, and I can not suppose that it will 
be anything else, and they will somehow try to enlighten us. 

Mr. Wettrick. I want to call your attention to this proposition, 
and that is that you can prevent rebates without fixing steamship 
rates, if you desire to do so. 

The Chairman. We know we can do that. Tell us something that 
is not self-evident. 

Mr. Wettrick. The reason I said that was that it would be pos- 
sible to eliminate the isolated instances where, in the opinion of the 
committecj injustice is done, without going to the extent of doing 
what we are opposing here, namely, giving to this board the power 
to fix these water rates, and we are opposing it because we believe 
that it would inevitably result to the detriment of our water trans- 
portation. 

Mr. Hardy. Do you think that the California law that was re- 
ferred to by the gentleman awhile ago ought to be repealed ? 

Mr. Wettrick. We have a similar law in the State of Washington. 

Mr. Mann. I think that law should be repealed, and I fought it 
before the California Legislature. I caused them to withdraw an 
amendment that would have given them jurisdiction of all steamer 
lines. It now applies to only the regular steamer lines. They with- 
drew that amendment upon the same arguments and statements that 
have been made here. 

Mr. Wettrick. We have a similar law in the State of Washington, 
but it has not been in operation long enough to enable us to know 
what its affects are. We have already experienced considerable dif- 
ficulty, however, as to whether, for instance, it applies to fishing 
boats, tugboats, and vessels of that kind. 

Mr. Hardy. Take the history of railroad-rate regulation, and you 
will see that it was 20 years before they got down to the point of 
knowing what they wanted to do. 

Mr. Mann. The regular lines on the Sacramento River complained 
bitterly to the California Railroad Commission of the competition 
of the unregulated steam launches that would go up the river in the 
rich season, during the months of June, Juljr, and August, and grab 
up the barley shipments and vegetable shipments, which came in 
large amounts. They would bring them down in big barges at- 
tached to the steam launches, taking the shipments away from the 
regular steamer lines. The regular steamer lines complained very 
bitterly about that situation. 

Mr. Hardy. In my State we have the same controversy over -the 
jitneys. 

38534—16 13 
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Mr. Mann. There are certain things that legislation can not help. 
The Chairman. I am going to put into the record this brief m 
reference to the legal status oftramp steamers. 
(The brief referred to is as follows:) 

« 
LEGAL STATUS OF TRAMP VESSELS. 

In the consideration of leprlslation for the rej^uhition of common carriers by 
water it becomes imiwrtant to know whether tramp vessels eyer possess the 
status of common carriers. 

It may be stated as an almost general i)roposition that such vessels seldom 
©r never can be considered as common carriers. Tramp vessels are almost uni- 
versally chartered by a single shipper, even though in some instances that 
shipper may be a charter broker who has accumulated the shipments of a 
number of small shippers. It has become weU established by a long line of 
decisions in the Federal courts that when a charter party gives the charterer 
the full capacity of a ship the owner is not a common carrier but a bailee to 
transport as a private carrier for hire. 

The earliest case upon this point is Gracie v. Palmer (8 Wheat., 605, aS2 
(1823)), in which the court said: 

** The carrier may hire his vehicle, or his team, or his servant, for the pur- 
poses of transportation ; or he may undertake to employ them himself in the act 
©f transporting the goods of another. It is in the latter case only that he 
assumes the liabUities, and acquires the rights of a common carrier. So the 
shipowner who let his ship to hire to another, whether manned and equipped 
or not, enters into a contract totally distinct from that of him who engages to 
employ her himself in the transportation of the goods of another. In the former 
case he parts with the possession to another and that other becomes the carrier ; 
in the latter he retains the possession of the ship, although the hold may be the 
property of the charterer; and being subject to the liabilities he retains the 
rights incident to the character of a common carrier." 

While this statement of the court in this case is perhaps little more than 
dicta the same principles have been applied in a number of subsequent cases 
in the circuit and district courts. In Lamb v. Parkman (1 Sprague, 343; 14 
Fed. Cas. No. 8020 (1857) ) it was definitely held that where a ship was let by 
charter party to the defendant who was to furnish a full cargo the owners 
having no right to take goods for any other person were in no sense common 
carriers, but only bailees to transport for hire. 

This decision has been followed in Bell v. Pidgeon (o Fed., 634, 638), the 
Dan (40 Fed., 692), the Fri (154 Fed., 333, 338), and the Royal Sceptre (187 
Fed., 224, 226). 

In Sumner v. Caswell (20 Fed., 249, 251), the question was discussed at some 
length. The court said: 

" The charter appears to have contemplated carrying the goods of the 
freighters only. She was in no sense, therefore, a general ship, but only a 
ship hired for a specific voyage to carry a particular cargo for the charterers. 
Such a contract does not seem to be within the definition of a common carrier. 
In the case of The Niagara v. Cordes (21 How., 7), a common carrier is defined 
as * one who undertakes for hire to transport the goods of those who may choose 
to employ him from place to place. He is, in general, bund to take the goods of 
all who offer, unless his complement for the trip is full or the goods be of such 
kind as to be liable to extraordinary danger or such as he is unaccustomed to 
convey.' None of these conditions attach to a contract of affreightment in 
charter parties like the present. In Lamb-i'. Parkman (1 Sprague, 353), it is 
stated by Sprague, J., that such contracts ' are not those of a common carrier, 
but of bailees for hire, bound to the use of ordinary care and skill.' And such 
Is the view taken in Pars. Shlpp. & Adm., vol. 1, pp. 245, 248. The most re- 
cent discussion of the subject is in the case of Nugent v. Smith (1 C. P. Div. 19), 
In which a liability like that of a common carrier was upheld by Brett; J., 
but was subsequently overruled in the court of appeals by Cockburn, C. J. 
(1 0. P. Div. 423 (1876).) 

labile, as pointed out by the court, the decision in this case did not rest upon 
this distinction, the reasoning of the court in this case has been cited and 
followed in several of the other cases cited in this memorandum. 

In the Wildenfels (161 Fed., 864, 866), the court said : 

" But, irrespective of these considerations, we are of the opinion that the 
Rover was not pro hac vice, a common carrier. It is true that her owner was in 
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the lighterage business and was in the habit of taking goods for anyone who 
wanted lighterage done. She had, however, no regular route, did not carry 
between well-known termina, and, on the occasion in question, was engaged to 
carry, and had on board only, the jute of the libelant. She was not a general 
ship, but was employed for this business exclusively ; no one else had a right 
to put a pound of freight aboard her. She became a private carrier and liable 
only as a bailee for hire. Her owner was under no legal obligation to carry this 
jute; he could have refused this and all other cargoes had he seen fit to do so 
and no liability would have attached to his refusal." 

and after citing Sumner v, Caswell, Lamb v. Parkman, and the Fr% pointed out 
that, as held in Fish v. Chapman (2 Ga., 349, 353), the liability to an action for 
a refusal to carry is the safest criterion of the character of the carrier. 

The Chairman. I offer the following clipping from the New York 
Journal of Commerce of March 17, 1916, for consideration of the 
question, should foreign-built ships admitted to American registry 
under the provisions of H. R. 10500 be permitted to engage in the 
coastwise trade where that trade is not being adequately served by 
domestic lines: 

LINES STAY OUT OF PANAMA SERVICE — ATTRACTIVE OUTSIDE CHARTER RATES BRING 
GOOD FBOFITS — ^LUCKENBACH, AMERICAN-HAWAIIAN, AND W. B. GRACE TO AWAIT 
MORE NORMAL CONDITIONS AFTER THE CANAL IS REOPENED BEFORE RESUMING 
OPERATIONS IN COAST-TO-COAST ROUTE — PANAMA-PACIFIC LINERS " KROONLAND " 
AND " FINLAND " WILL RETURN AS SOON AS DEFINITE ASSURANCES ARE RECEIVED, 

So long as their tonnage commands handsome rates for time and trip charters 
in outside services, the Ajnerican steamship lines which until recently operated 
fleets of vessels regularly between the Atlantic and Pacific coasts of the United 
States via the Panama Canal wiU not return to the Panama trade route. This 
is the verdict of the oflacials of the American-Hawaiian, Luckenbach, and the 
Atlantic & Pacific Steamship (W. R. Grace & Co.) Cos., in response to inquiries 
made yesterday concerning their respective plans, now that the prospects are 
good tbat the canal will be reopened to large-sized vessels on or about April 15. 

While all the companies have not finally abandoned their plans for resuming 
operations in the coast-to-coast trade via the Panama Canal, in nearly every in- 
stance they have arranged time or trip charters for their steamers which were 
formerly used in that trade at very attractive figures. 

In view of the belief among steamship men that the present conditions of 
shipping in all parts of the world are such as to insure handsome returns from 
chartering operations in routes other than that via the Panama Canal, together 
with the freight cargo difficulties arising from the congestion of the rail lines 
leading to the seaboard points, the feeling is general that the Panama route 
may well be abandoned until sucb time as outside shipping routes are not so 
attractive and conditions generally more nearly normal. Thus, the Panama 
Canal route may see the return of the regular lines whi(!h formerly operated 
over it for some months to come after the canal is actually reopened, or possibly 
until some time after the war in Europe is over. 

The steamship men are skeptical as to the announcement that the Panama 
Canal, which has been closed continuously to navigation since last September, 
would be available for ships of 30-foot draft by the mididle of next month. 
Before they will even consent to consider plans for resuming service via the 
waterway, the companies generally want more definite assurances than are 
^ven in the telegrams received from Col. Harding, acting governor in charge 
of the Canal Zone. 

Shipping men say that they will not believe that the canal is available until 
steamers have actually passed through continuously for some time. They have 
previously declared that their decision to suspeml operations on the Panama 
route, announced only a month or so ago, after many months of waiting, was 
only made after considerable thought had been given to the subject, and the 
abnormal conditions prevailing in the outside routes on the Atlantic had brought 
them assurances of better terms and more handsome profits, with less difllculty 
than that involved in the Panama oi:>erations. 

Having arrived at the decision to suspend the Panama business and satlsfao 
torily made contracts for the outside use of their steamers at record rates of 
profit to themselves, they see no reason for immediate plans looking toward a 
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resumption of the Panama services, with domestic freight along the seaboard 
so badly congested as to mean delays to their ships for periods of as long as 
SO and 40 days. 

No fear is entertained that other companies may undertake to operate fleets 
In the Panama route for some time after the canal Is reopened and thus afford 
Strong competition to them when they do decide to return to the business. This 
is held to be highly improbable in view of the much higher rates and profits 
which are obtainable by all owners In the other services, a condition which, it 
is believed, will continue to prevail for some time after the canal is reopened. 

The first of the old established lines which may return to the Panama Canal 
trade Is the Panama-Pacific Line, with the steamers Finland and Kroonland, 
both of which vessels have lately been plying In the American Line service 
between New York and Liverpool. These vessels, however, are mainly passen- 
ger steamers. At the offices of the company It was said yesterday that they 
would be returned to the service between New York and San Francisco via the 
Panama Canal as soon as assurances had been received that the resumed canal 
service would not be interrupted. Last year, before the ships left the Panama 
route, they carried 6,000 passengers in less than six months, and the demand 
for this service is expected to be strong during the summer months. 

At the oflices of the Luckenbach Steamship Co. It was said that the company 
would not change Its plans for the continuous charter operation of its vesselSy 
mostly in the South American trade. No plans were being made to return to 
the Panama trade for the immediate future at least, and it was unlikely that 
the line would resume business over that route so long as It could obtain the 
high rates for charters which it has done since suspending Panama operations. 
The line will continue its vessel charter arrangements until shipping conditions 
become more normal and the present high rates are no longer obtainable, 
although the company has by no means decided to abandon the Panama trade 
for all time. 

At the American-Hawaiian Line it was stated that all the company's ships 
had been chartered for other routes, ranging from the South American trade to 
European freight carrying. Resumption of service through the canal would be 
delayed, an official said, by a natural distrust of announcements that the 
Panama Canal was to be opened, and, furthermore, the docks at New York were 
so jammed with freight that loading took too long to be profitable. 

(The following statement was submitted for the record by Ed- 
ward C. Plummer, of Bath, Me.:) 

Since this bill is limited in its scope to " common carriers " by water, it is 
Important to understand what other carriers by water engage in freight trans' 
portation and their methods of doing business. While the bulk of the world '» 
freight on the ocean is carried by tramp ships, and this term has come to b« 
accepted largely as referring to steamers which have no regular lines upon 
which they operate, it Includes sailing vessels also, the sailing vessels being 
by far the larger part of the United States tramp fleet. 

During the past 15 years quite a respectable fleet of steam " tramps " in the 
coasting trade of the United States have appeared, the excessive cost of opera- 
tion keeping them, as a rule, out of the foreign trade during normal times, but 
most of these steamers have been built for a special line of trade, largely coal, 
and are not generally " free lances " in the carrying trade. But there are 
under the United States flag more than one and one-half million tons of sailing 
vessels which are seeking any kind of a cargo to be found, mostly in the 
coasting trade, because of inability to match the low cost of operation of com- 
peting vessels under the foreign flag in the foreign trade, and it is of the 
character of these vessels and of the manner in which they are operated that 
this statement deals. 

Practically all the million and a half tons of sail vessels referred to are indi- 
vidually owned and independently operated. From 25 to 75 or more persons 
Join together to build, though sometimes to buy, a sail vessel. One of these 
owners is chosen the agent, or " ship's husband," as he is known to the courts. It 
is his business to secure cargoes for her, collect the freight money, keep her 
In repairs, pay all expenses, and then divide any surplus remaining in his hands 
among the owners, his compensation being a small percentage of the gross 
freight money agreed upon by him and the other owners. For the purposes 
"^ more successful operation and to secure an adequate income, this agent be- 

oes an owner in several vessels, as a rule, and this collection of vessels, 
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ranging from 2 to 40, becomes known as his fleet. He is not, however, the 
onwer, as is so often assumed ; he is merely the agent. 

Iij every important shipping port there are a large number of men known 
as ship brokers. As a rule they do not own any vessels, but their business is 
to get track of possible cargoes and vessels suitable for carrying such cargoes 
and bring about an agreement of terms, so that the vessel in question will 
consent to carry the cargo at a price the cargo owner is willing to pay. When 
the ship broker has accomplished this he gets his reward in the shape of a 
commission on the gross freight, from 21 to 5 per cent commonly. 

The agent, or " ship's husband," is in touch with these brokers, and from the 
bureau of American shipping these brokers know exactly what sort of a fleet 
each agent controls. When, therefore, a lot of coal, for example, is sold to 
Boston parties from Norfolk, a number of ship brokers quickly get in touch wi^ 
the purchaser, learn the particulars of the transportation, ask what the owner 
is willing to pay and learn that it is a little less than the last rate paid on 
that kind of a cargo between those two points. These ship brokers also look 
over the lists of vessels available, or soon to be available, for the voyage con- 
templated and ask for vessels at a figure lower than the maximum wiiich the 
coal owner has said he would pay if ho had to. Then it is a case of several 
agents competing for this contract, and as the income of the agent depends on 
his getting a cargo to carry at some price, the rates during a time of few 
cargoes are cut below what many agents would consider a living price. On 
the other hand, If a cargo comes on the market when most vessels are other- 
wise engaged, or it calls for a trip to the Gulf in the hurricane season, then the 
agents insist on a better price, and the rate goes up. 

In effect, therefore, it will be seen that bulk cargoes carried by these tramp 
\essels are auctioned off, and the ship making the lowest bid gets the business. 
As sea captains in these vessel are always looking for a larger ship, because 
they are generally paid on a commission basis, the ordinary rate being $25 per 
month and a per cent of the gross freight earned, whenever business becomes 
prosperous they go to their friends and induce them to assist in building such 
a vessel as the captain desires ; a ship agent joins in the work in order to in- 
crease his fleet, and thus a full supply of vessels always is maintained. For 
the 25 years that I have been intimately acquainted with the shipping business 
I have never known any extended period when the ship wasn't hunting for 
the cargo instead of the cargo hunting for the ship, until now. 

It will be noted that these vessels are not " common carriers," because they 
do not offer to carry the freight of anybody who offers ; but they are chartered 
as a whole to carry a specific cargo between specified ports for certain parties 
at a specified rate mutually agreed upon. They are not permitted to carry 
passengers, but are freight carriers pure and simple. They have never been 
in any combinations, have no fixed rates, and have insured bulk cargoes the 
lowest possible rates through the desire of too many an agent to do some busi- 
ness that he may have a gross freight off which can come his commission, and 
the other owners can see that their vessel is being kept in motion, whether she 
is making profits for them or not. 

(Thereupon, at 2.10 o'clock p. m., the committee adjourned.) 
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